95th  CONGRESS 
1st  Session 


H.  R.  3 


IN  THE  SENATE  OF  THE  UNITED  STATES 

September  30  (legislative  day,  September  22),  1977 
Ordered  to  be  printed  with  the  amendment  of  the  Senate 


AN  ACT 

To  strengthen  the  capability  of  the  Government  to  detect, 
prosecute,  and  punish  fraudulent  activities  under  the 
medicare  and  medicaid  programs,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  tho  "Modicaro  Medicaid  Anti 

4  Fraud  and  Abuse  Amendments". 

5  prohibition  against  assignment  by  physicians  and 

6  others  of  claims  foe  services;  claims  payment 

7  procedures  for  medicaid  program 

8  Sec.  2.  (a)  (1)  Soction  1812  (b)  (5)  of  tho  Social  Sccu 

9  rity  Act  is  amended  by  adding  at  the  end  thoroof  tho  following 
10  now  oontonco:  "No  payment  which  under  the  preceding 

II— O 
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1  sentence  may  be  made  directly  to  tho  phyoioian  or  other 

2  porson  providing  the  service  involved  (pursuant  to  an  aaaign- 

3  mont  described  in  subparagraph  (B)  (ii)  of  paragraph  (3)) 

4  shall  bo  made  to  anyone  else  under  a  reassignment  or  power 

5  of  attorney  (except  to  an  employer  or  facility  a3  described 

6  in  clause  (A) — or  (B)  of  suoh  sentence)  ;  but  nothing  in 

7  this  subsection  shall  be  construed  (i)  to  prevent  the  making 
S  of  such  a  payment  in  accordance  with  an  assignment  from 
9  the  individual  to  whom  the  service  wra3  provided  or  a  rcas 

10  signmont  from  the  physician  or  other  person  providing  such 

11  aorvieo  if  suoh  assignment  or  reassignment  is  made  to  a  gov 

12  crnmcntal  agency  or  entity  or  i3  established  by  or  pursuant 

13  to  the  order  of  a  court  of  competent  jurisdiction,  or  (ii)  to 
11  preclude  an  agent  of  the  physician  or  other  person  provid 

15  ing  the  service  from  receiving  any  such  payment  if  (but 

16  only  if) — such  agent  doc3  so  pursuant  to  an  agency  agree- 

17  mcnt  under  which  the  compensation  to  be  paid  to  the  agent 

18  for  his  services  for  or  in  connection  wTith  the  billing  or 

19  collection  of  payments  due  3uch  physician  or  other  person 

20  under  this  title  is  unrelated  (directly  or  indirectly)  to  the 

21  amount  of  such  payments  or  the  billing3  therefor,  and  is  not 

22  dependent  upon  the  actual  collection  of  any  suoh  payment.". 

23  (2)  Section  1815  of  such  Act  13  amended  by  adding 

24  at  tho  end  thereof  tho  following  new  subsection: 

25  "(c)  No  payment  which  may  be  made  to  a  provider 
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1  of  sorvices  under  this  title  for  any  service  furnished  to  an 

2  -individual  shall  bo  made  to  any  other  person  under- ~an- 

3  assignment  or  power  of  attornoy;  hut  nothing  in  this  sub 

4  section  shall  bo  construed — (4-) — to  prevent  the  makmg—of 

5  such  a  payment  in  accordance  with  an  assignment  from 

6  the  providor  if  such  assignment  is  made  to  a  govcrnmcnteJ- 

7  agency  or  entity  or  is  established  by  or  pursuant  to  the  order 

8  of  a  court  of  competent  jurisdiction,  or  (2)  to  preclude  an 

9  agent  of  tho  provider  of  services  from  receiving  any  such 

10  payment  if  (but  only  if)  such  agent  does  so  pursuant  to  an 

11  agoncy  agreement  under  which  the  compensation  to  be  paid- 

12  to  tho  agont  for  his  services  for  or  in  connection  with  the 

13  billing  or  collection  of  payments  due  such  providor  under 

14  this  title  ia  unrolatod  (directly  or  indirectly)  to  the  amount 

15  of  such  paymonts  or  the  billings  therefor,  and  is  not  depend  ■ 

16  ent  upon  the  actual  collection  of  an}r  such  pajonont.". 

17  (3)  Section  1902(a)  (32)  of  such  Act  is  amended  to 

18  road  as  follows : 

19  "  (32)  provide  that  no  payment  under  tho  plan  for 

20  any  care  or  service  provided  to  an  individual  shall  be 

21  mado  to  anyone  other  than  such  individual  or  the  person 

22  or  institution  providing  such  care  or  service,  under  an 

23  assignment  or  power  of  attorpgg^g^.'^hei  wise  - 


24  tfeat- 
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25  "  (A)  in  the  caso  of  an}r  care  or  servico  pro 
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1  vidod  by  a  physician,  dentist,  or  other  individual 

2  -practitioner,  such  payment  may  be  made  (i)  to  the 

3  employer  of  such  physician,  dentist,  or  other  prao 

4  titionor  if  such  physician,  dontist,  or  practitioner  is 

5  required  as  a  condition  of  his  omploymont  to  turn 

6  over  his  foe  for  such  care  or  service  to  his  omploycr, 

7  or  (ii)  (whore  the  care  or  service  was  provided  in  a 

8  hospital,  clinic,  or  other  facility)  to  tho  facility  in 

9  which  tho  caro  or  sorvico  was  provided  if  thoro  is  a 

10  contractual  arrangomont  botwoon  such  physician, 

11  dentist,  or  practitioner  and  such  facility  under  which 

12  such  facility  submits  the  bill  for  such  care  or  service; 

13  a*id- 

14  "(B)  nothing  in  this  paragraph  shall  bo  con- 

15  otruod  (i)  to  provont  tho  making  of  such  a  paymont 

16  in  accordanco  with  an  assignment  from  tho  person 
17,  or  institution  providing  the  care  or  sorvico  involved- 

18  if  ouch  assignment  is  mado  to  a  governmental 

19  agency  or  ontity  or  is  established  by  or  pursuant 

20  to  the  order  of  a  court  of  compotont  jurisdiction, 

21  w — (ii-) — to  preclude  an  agent  of  such  person  or 

22  institution  from  receiving  any  such  paymont  if 

23  (but  only  if)  such  agent  does  so  pursuant  to  an 

24  agency  agreement  under  which  the  compensation  to 

25  be  paid  to  tho  agent  for  his  sorvicos  for  or  in  con 
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1  nootion  with  tho  billing  or  collection  of  payments 

2  due  ouch  person  or  institution  under  the  plan  i3 

3  unrokttod  (directly  or  indirectly)  to  tho  amount  of 

4  such  payments  or  the  billings  therefor,  and  is  not 

5  dopondont  upon  the  actual  collection  of  any  such 
Q  payment;". 

7  ft) — The  amendments  made  by  this  subsection  shall 

8  apply  with  respect  to  care  and  services  furnished  on  or  after 

9  tho  date  of  the  enactment  of  this  Act. 

10  (b)  (1)  Section  1902(a)  of  tho  Social  Socurity  Act  is 

11  amended — 

12  (A)  by  striking  out  "and"  at  tho  end  of  para 

13  graph  (35)  ; 

11  (E)  by  striking  out  tho  period  at  tho  ond  of  para- 

15  graph  (36)  and  inserting  in  lieu  thereof  —,  and"; 

16  {Q) — by  inserting  immediately  after  paragraph 

17  (36)  tho  following  now  paragraph: 

18  "  (37) — provido — fof — claims — paymont — procedures 

19  which  (A)  onsuro  that  90  por  contimi  of  claims  for 

20  paymont  made  for  services  covered  under  tho  plan 

21  and  fumishod  by  health  caro  practitioners  through  in 

22  dividual  or  group  practicos  or  through  sharod  health 

23  facilities  aro  paid  within  30  days  of  tho  date  of  ro 

24  coipt  of  such  claims  and  that  99  per  centum  of  such 

25  claims  aro  paid  within  60  days  of  tho  dato  of  roccipt 
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1  of  such  claims,  and — (W) — provido  for  procoduros  of 

2  prepayment  and  postpaymont  claims  roviow,  including 

3  roviow  of  appropriate  data  with  rcopoot  to  tho  ro 

4  cipiont  and  provider  of  a  sorvioo  and  the  naturo  of 

5  tho  Borvico  for  which  payment  is  claimed,  to  oncuro 

6  tho  propor  and  officiont  paymont  of  claims  and  man- 

7  agcmont  of  the  program/' ;  and 

8  (D)  by  inserting  at  tho  end  thereof  tho  following 

9  paragraph : 

10  'The  requirement  of  clause  (A)  of  paragraph  (37)  with 

11  respect  to  a  State  plan  may  bo  waivod  by  tho  Secretary  if- 

12  ho  finds  that  the  State  has  exercised  good  faith  in  trying 

13  to  moot  such  roquiromont.". 

14  (2)  Section  1003  of  such  Act  is  amended — 

15  (A)  by  redesignating  paragraph  (6)  of  subsection 

16  (a)  as  paragraph  (7)  ; 

17  (B)  by  inserting  after  paragraph  (5)  of  subsection 

18  (a)  the  following  now  paragraph : 

19  "  (6)  subject  to  subsoction  (1) ,  an  amount  equal  to 

20  90  per  contum  of  so  much  of  tho  sums  oxpondod  during 

21  ouch  quarter  as  arc  attributable  to  the  arranging  an4 

22  providing  of  such  programs  of  educational  and  techni- 

23  cal  assistance  (provided  through  such  moans,  including 

24  nntrnnnh   nffirn^   tlin  mnrJin     nnrl   tnlnp)1ftric  hotlines,  qc 

25  the  Secretary  dotorminos  to  be  appropriate)  to  hoalth 
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1  caro  practitioners  who  furnish,  through  individual  or 

2  group  practices  or  through  shared  health  facilities,  serv 

3  icos  covered  under  tho  plan,  as  the  Seorotary  determines 

4  are  likoly  to  oxpodito  tho  filing  and  paymont  of  claims 

5  for  payment  for  such  services  provided  by  3iich  prao 

6  titionors ;  plus" ;  and 

7  (C)  by  inserting  after  subsection  (k)  the  following 

8  now  subsection : 

9  "  (1)  (1)  Paymont  shall  not  bo  made  undor  subsection 

10  (a)  (6)  for  a  quarter  ending  aftor  September  30,  1980. 

11  "  (2)  If  tho  aggrogato  of  tho  amounts  of  payments  to  be 

12  made  in  accordance  with  subsection  (a)  (6)  for  any  calendar 

13  quarter  to  States  oxcoods  $1,250,000,  tho  amount  of  the  pay 
11  mcnt  to  bo  made  undor  such  subsoction  for  tho  quarter  to 

15  each  such  State  shall  be  an  amount  which  bears  the  same 

16  ratio  to  tho  amount  dotorminod  for  tho  quarter  undor  the 

17  subscotion  to  tho  Stato  as  $1,250,000  boars  to  tho  amount 

18  required  to  mako  paymonts  for  tho  quartor  in  accordance 

19  with  such  subsoction  to  all  of  tho  Statos.". 

20  (3)  (A)  The  amendments  made  by  paragraph  (1)  shall 

21  apply  to  calendar  quartors  boginning  on  and  aftor  January  1, 

22  1978,  writh  rospoct  to  Stato  plans  approved  under  title  XIX 

23  of  the  Sooial  Socurity  Act. 

24  (B)  Tho  amendments  made  by  paragraph — (2)  shall 

25  apply,  with  rospoct  to  expenditures  made,  undor  a  State  plan 
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1  approved  under  title  XIX  of  tho  Social  Security  Act,  in  cal- 

2  endar  quartors  beginning  on  and  after  January  1,  1078. 

3  DISCLOSURE  OF  OWNERSHIP  AND  BELATED  INFORMATION 

4  Sec.  3,  (a)  (1)  Part  A  of  title  XI  of  the  Social  Sc 

5  curity  Act  is  amended  by  inserting  immediately  after  ooction 
q  1128  the  following  new  section: 

7  "DISCLOSURE  OF  OWNERSIIir  AND  RELATED  INFORMATION 

g  "Sec.  1124.  (a)  (1)  The  Secretary  shall  by  regulation 

9  or  by  contract  provision  provide  that  each  disclosing  entity 

10  (as  defined  in  paragraph  (2)  )  shall — 

11  a(A)  as  a  condition  of  tho  disclosing  entity's  par 

12  ticipation  in,  or  certification  or  rocortincation  under, 

13  any  of  the  programs  established  by  titles  V,  XVIII,  and 

14  XIX,  or 

15  "(B)  as  a  condition  for  tho  approval  or  rcnowal 

16  of  a  contract  or  agroomont  botwoon  tho  disclosing  ontity 

17  and  tho  Secretary  or  tho  appropriate  State  agency  under 

18  any  of  the  programs  established  under  titles  V,  XVIII, 

19  and  XIX, 

20  supply  tho  Secretary  or  the  appropriate  Stato  agency  with 

21  full  and  oomploto  information  as  to  tho  identity  of  each  per- 

22  son  with  an  ownership  or  control  intorost — (as  dofinod  in 

23  paragraph  (3))  in  the  entity. 

24  "  (2)  As  used  in  this  section,  the  term  'disclosing  entity' 

25  means  an  ontity  which  is — 


I 

2 
3 
4 


6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 


"  (A)  a  provider  of  sorvicos  (as  dofinod  in  soction 
1861  (u) ,  othor  than  a  fund) ,  an  independent  clinical 
laboratory,  or  a  renal  disoaso  facility; 

"(B)  an  entity  (othor  than  an  individual  praoti 
tioncr  or  group  of  practitioners) — that  furnishos,  or  ar 
rangoa  for  the  furnishing  of,  itoms  or  sorvicos  with  respect 
to  which  payment  mny  ho  claimed  by  tho  entity  under 
any  plan  or  program  established  pursuant  to  title  V  or 
under  a  Stato  plan  approved  under  title  XIX;  or 


"  (C)  a  carrier  or  othor  agoney  or  organization  that 
is  acting  no  a  fiscal  intermediary  or  agont  with  rospect  to 
one  or  more  providers  of  services  (for  purposes  of  part  A 
or  part  B  of  title  XVIII,  or  both,  or  for  purposes  of  a 
State  plan  approved  under  title  XIX)  pursuant  to  (i) 
an  agreement  under  soction  1816,  (ii)  a  contract  under 
section  1812,  or  (iii)  an  agreement  with  a  single  State 
agency  administering  or  supervising  tho  administration 
of  a  State  plan  approved  under  title  XIX. 
"  (3)  As  used  in  this  section,  the  term  'person  with  an 


20  owmorship  or  control  interest'  means,  with  respect  to  an 

21  entity,  a  person  who — 

22  "  (A)  (i)  has  dirootly  or  indirectly  (as  determined 

23  by  the  Secretary  in  regulations)  an  ownership  interest  of 

24  5  per  centum  or  moro  in  tho  entity  ;  or 
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1  "(ii)  is  tbo  ownor  (in  wbolo  or  in  part)   of  an 

2  intorost  of  5  por  contum  or  moro  in  any  mortgago,  dood 

3  of  trust,  note,  or  othor  obligation  ooourod — (in  wbolo 

4  or  in  part) — by  tbo  ontity  or  any  of  tho  property  or 

5  assots  tboroof ;  or 

q  "(B)  io  an  offioor  or  dirootor  of  tbc  entity,  if  tho 

7  ontity  io  organizod  as  a  corporation ;  or 

8  "(C)  is  a  partnor  in  tbc — entity,  if  tbo  ontity 

9  is  organizod  as  a  partnorsbip. 

10  — To  the  extent  determined  to  be  feasible  undor 

11  regulations  of  tho  Soorotary,  a  disclosing  ontity  oball  aloe- 

12  inoludo  in  tho  information  suppliod  undor  subsootion  (a)  (1), 

13  with  rospoct  to  oach  porson  with  an  ownership  or  control 

14  intorost  in  tbo  ontity,  tho  namo  of  any  othor  disclosing  entity 

15  with  rospoct  to  which  tho  porson  is  a  porson  with  an  owner 

16  ship  or  control  interest. 

17  "  (o)  A  provider  of  sorvioos — (as  defined  in  section 

18  1861  (u) ,  other  than  a  fund)  shall  also  includo  in  the  in 

19  formation  supplied  undor  subsection  (a)  (1)  full  and  com 

20  plotc  information  as  to  tho  identity  of  oach  porson  with 

21  an  ownership — or  control  interest — m — a»y — subcontractor 

22  (as  definod  by  tho  Socrotnry  in  regulations)  in  which  the 

23  provider  dirootly  or  indirectly  has  a  5  por  contum  or  more 

24  ownorship  intorost/'.  : 
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1  (2)  Sootion  1861  (j)  (11)  of  such  Act  is  amondod  to 

2  road  ao  follows : 

3  "  (11) — complies  with  tho  requirements  of  sootion- 

4  1121;".- 

5  (b)  Clause  (C)  of  section  1866(b)  (2)  of  such  Aot 
q  is  amondod  by  insorting  "  (i)  "  aftor  "failod",  and  by  adding 
7  aftor  "to  verify  such  information,"  tho  following:  "or  (ii) 
S  to  supply  (within  such  period  as  may  bo  specified  by  the 
9  Soorotary  in  regulations)  upon  request  specifically  addrooood 

10  to  such  provider  by  tho  Secretary — (£) — full  and  complete 

11  information  as  to  tho  ownership  of  a  subcontractor — fas- 

12  defined  by  tho  Secretary  in  regulations) — with  whom  such 

13  providor  has  had,  during  tho  provious  twolvo  months,  businoss 

14  transactions  in  an  aggrogato  amount  in  oxeosa  of  $25,000, 

15  and  (II)  full  and  comploto  information  as  to  any  significant 

16  business  transactions  (as  defined  by  the  Secretary  in  rogula 

17  tions) ,  occurring  during  tho  fivo  yoar  poriod  onding  on  tho 

18  dato  of  such  request,  between  such  provider  and  any  wholly 

19  owned  oupplior  or  between  such  providor  and  any  sub 

20  contractor,". 

21  (o)  (1)  Section  1902(a)  of  such  Act  (as  amondod  by 

22  section  2(b)  (1)  of  this  Act)  is  amended — 

23  — by  amending  paragraph — (-§£} — to  read  as 

24  follows : 


12 

j  "(35)  provide  that  any  intermediate)  care  facility 

2  roooiving  payments  under  such  plan  complies  with  the 

3  roquiromonts  of  section  1121;"; 

4  (B)  by  striking  out  "and"  at  tbo  ond  of  paragraph 

6  (C)  by  striking  out  the  period  at  the  end  of  para 

7  graph  (37)  and  inserting  in  lieu  thereof  ";  and";  and 

8  (D)  by  inserting  after  paragraph  (37)  the  follow 

9  ing  now  paragraph : 

10  "{38)  require  that  an  entity  (other  than  an  indi 

11  vidual  practitioner  or  a  group  of  practitioners) — fchafc- 

12  furnishes,  or  arranges  for  the  furnishing  of,  items  or 

13  services  under  the  plan,  shall  supply — (within  such 

14  poriod  as  may  bo  spocifiod  in  regulations  by  the  Score 

15  tary  or  by  the  single  Stato  agonoy  which  administers  or 

16  supervises  tho  administration  of  the  plan)  upon  roquost 

17  specifically  addressed  to  such  entity  by  the  Secretary 

18  or  such  Stato  agency,  respectively,  (A)  full  and  com 

19  plctc  information  as  to  tho  ownership  of  a  subcontractor 

20  (as  dofinod  by  the  Sccrctaiy  in  regulations)  with  whom 

21  suoh  ontity  has  had,  during  tho  previous  twolvo  months, 

22  business  transactions  in  an  aggregate  amount  in  oxcoss  of 

23  $25,000,  and  (B)  full  and  complete  information  ao  to 

24  any  significant  business  transactions — (as  defined  by 

25  the  Sccrctaiy  in  regulations),  occurring  during  the 
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1  iivo  yoar  period  onding  on  tho  date  of  such  roquost, 

2  botwoon  ouch  ontity  and  any  wholly  ownod  supplior  or 

3  between  ouch  entity  and  any  subcontractor.". 

4  (2)  Section  1903  (i)  (2)  of  such  Act  is  amended  by  in 

5  sorting  boforo  tho  semicolon  at  the  end  thereof  tho  following: 

6  or  by  reason  of  noncompliance  with  a  request  made  by  the 

7  Socrotary  undor  clauso  (C)  (ii)  of  such  section  1866  (b)  (2) 

8  or  under  section  1902(a)  (38)". 

9  (d)  The  amendment  made  by  subsection  (a)(1)  shall 

10  apply  with  respect  to  certifications  and  roocrtificationa  made 

11  (and  participation  in  tho  programs  established  by  titlos  V, 

12  XVIII,  and  XIX  of  the  Social  Security  Act  pursuant  to 

13  certifications  and  rocortifications  mado),  and  fiscal  intor- 
M  modiary  or  agent  agreements  or  contracts  entered  into  or  re 

15  nowod,  on  and  after  tho  dato  of  the  onactmont  of  this  Act.  Tho 

16  remaining  amendments  mado  by  this  section  shall  take  effect 

17  on  tho  dato  of  tho  onactmont  of  this  Act;  oxcopt  that  the 

18  amondmonts  mado  by  paragraphs  (1)  and  (2)  of  subsection 

19  (c)  shall  become  effective  October  1,  1977. 

20  PENALTIES  FOR  DEFRAUDING   MEDICARE   AND  MEDICAID 

21  PROGRAMS 

22  Sec.  4.  (a)  Section  1877  of  the  Social  Security  Act  is 

23  amended  to  read  as  follows : 

25  :§    "SEC.  1877.  (a)  Whoovor 
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1  "(1)  knowingly  and  willfully  makos  or  causos  to 

2  bo  mado  any  false  statement  or  representation  of  a  ma- 

3  tonal  fact  in  any  application  for  any  bonofit  or  payment 

4  undor  this  titlo, 

5  ""f*H — at  any  time  knowingly  and  willfully  makes 

6  or  causes  to  bo  made  any  false  statement  or  roproionta 

7  tion  of  a  material  fact  for  use  in  determining  rights  to 

8  any  such  bonofit  or  payment, 

9  "  (3)  having  knowlodgo  of  tho  occurrence  of  any 

10  event  affooting  (A)  his  initial  or  continuod  right  to  any- 

11  such  bonofit  or  payment,  or  (B)  tho  initial  or  continued 

12  right  to  any  such  bonofit  or  paymont  of  any  other  indi 

13  vidual  in  whose  behalf  he  has  applied  for  or  is  re- 

14  cciving  such  benefit  or  payment,  conceals  or  fails  to  dis 

15  oloso  such  event  with  an  intent  fraudulently  to  secure 

16  ouch  bonofit  or  paymont  oithor  in  a  groator  amount  or 

17  quantity  than  is  duo  or  when  no  such  benefit  or  payment 

18  is  authorized,  or 

19  "  (d)  having  made  application  to  receivo  any  such 

20  bonofit  or  payment  for  the  use  and  benefit  of  another  and 

21  having  received  it,  knowingly  and  willfully  converts  such- 

22  benefit  or  payment  or  any  part  thereof  to  a  uso  othor 

23  than  for  tho  use  and  benefit  of  such  other  person, 

24  shall  (i)  in  tho  case  of  such  a  statement,  representation^ 

25  concealment,  failure,  or  conversion  by  any  person  in  connoc 
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1  tion  with  tho  furnishing  (by  that  person)  of  itcma  or  acrv 

2  iocs  for  which  paymont  is  or  may  bo  made  under  this  title, 

3  bo  guilty  of  a  folony  and  upon  conviction  thoroof  fined  not 

4  more  than  $25,000  or  imprisoned  for  not  moro  than  five 

5  yoare  or  both,  or  (ii)  in  tho  ease  of  3ueh  a  statement,  rcprc 

6  sontation,  concoalmont,  failuro,  or  conversion  by  any  othor 

7  porson,  bo  guilty  of  a  misdomoanor  and  upon  oonviction 

8  thereof  fined  not  moro  than  $10,000  or  imprisoned  for  not 

9  moro  than  ono  year  or  both. 

10  "  (b)  (1)  Whoovor  solicits  or  rocoivos  any  romimoration 

11  (including  kickbacks,  bribes,  or  robatos) — directly  or  in 

12  directly,  overtly  or  covertly,  in  cash  or  in  kind — 

13  "-(^M — in  return  for  referring  an  individual  to  a 

14  person  for  tho  furnishing  or  arranging  for  the  furnish 

15  ing  of  itoms  or  services  for  which  paymont  may  bo 

16  mado  in  wholo  or  in  part  under  this  title,  t)r 

17  "  (B)  in  return  for  purchasing,  leasing,  ordoiing, 

18  or  arranging  for  or  rocommonding  purchasing,  leasing 

19  or  ordoring  goods,  facilities,  sorvicos,  or  any  item  for 

20  which  paymont  may  bo  mado  in  wholo  or  in  part  under 

21  this  titlo, 

22  shall  bo  guilty  of  a  felony  and  upon  conviction  thoroof,  shall 

23  be  fined  not  moro  than  $25,000  or  imprisonod  for  not  more 

24  than  fivo  yoaroy  or  both. 

25  "  (2)  Whoovor  offers  or  pays  any  romunoration  (inolud 
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1  ing  kickbacks,  bribes,  or  rebates) — directly  or  indirectly, 

2  overtly  or  covertly,  in  cash  or  in  kind  to -any -person  to 

3  induce-  suefa —person — 


4  "-(A-)-4Q—fejey---aft -individual  to  a  person  for  the 

5  furnishing  or  arranging  for  the  furnishing — of  items 
(3  or  services  for  which  payment  may  bo  made  in  whole 

7  or  in  part  under  this  title,  or 

8  "(B)  to  purchase,  lease,  order,  or  arrange  for  or 

9  rocommond  purchasing, — leasing, — or — ordering — goods, 
10  facilities,  services,  or  any  item  for  which  payment  may 

12  shall  bo  guilty  of  -a-M-ony  and  upon  cen^tien—tbefeo^ 

13  -shall  he-  find  not  more  than  $25,000  or  imprisoned  for 

14  not  more  than  five  years,  or  both. 

15  "(3)  Paragraphs  (1)  and  (2)  shall  not  apply  to — 

16  -  ( A)  a  discount  or  other  reduction  in  price  obtained 

17  by  a  provider  of  services  or  other  entity  under  this  title  if 

18  the  reduction  in  priee  is  properly  disclosed  and  appro 

19  priately  reflected  in  the  costs  claimed  or  charges  made 

20  by  the  provider  or  entity  under  this  title ;  and 

2 1  -"(B)  any  amount  paid  hy  an  employer  to  an  em- 

22  ployee  for  employment  in  the  provision  of  covered  items 

24  -^o)  Whoever  knowingly  and  willfully  makon  or  causes 


25   to  be  made,  or  induces  or  seeks  to  induce  the  making  of,  any 
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2   false  statement  or  representation  of  a  material  fact  with- 

2  rospoct  to  the  conditions  or  operation  of  any  institution  or 

3  facility  in  order  that  such  institution  or  facility  may  qualify 

4  -(cither  upon  initial  certification  or  upon  recertiiication)  as  a 

5  hospital,  skilled  nursing  facility,  or  homo  health  agency  (as 


G  those  terms  are-defered  in  section  1861) ,  shall  ho  guilty  of  a 

7  felony  and  upon  conviction  thereof  shall  he  fined  not  more 

8  than  $25,000  or  imprisoned  for  not  more  than  fivo  years, 

9  or  both.". 

10  (b)  Section  1909  of  such  Act  is  amondod  to  read  as 

11  follows : 

12  "penalties 

13  "Sec.  1909.  (a)  Whoever 

14  "  ( 1 )  knowingly  and  willfully  makes  or  causes  to 

15  be  made  any  false  statement  or  representation  of  a  ma 

16  -tonal  fact  in  any  application  for  any  benefit  or  pay- 

18  "(2)  at  any  time  knowingly  and  willfully  makos 

19  or  cause&4e-be-m^4€-my4a,ls^-stateirient  or  reproscnta 

20  tion  of  a  material  fact  for  use  in  determining  rights  te- 

22  "(3)  having  knowledge  of  the  occurrence  of  any 

23  -evemV-affecting-  (A)  his- initial  or  continued  right  to  any 

24  such  benefit  or  payment,  or  (B)  the  initial  or  continued 

25  right  to  any  such  benefit  or  pa}rment  of  any  other  in 
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1  dividual  in  whoso  behalf  ho  has  appliod  for-or-i& recoiving 

2  such  bonofit  or  paymont,  conceals  or  fails  to  discloso  such 

3  ovont  with  an  intent  fraudulently  to  secure -such-  bonofit 

4  or  paymont  oithor  in  a  groator  amount  or  quantity  than 

6 

7  "  (1)  having  mado  applioation  to  rocoivo  any  such 

8  benofit  or  payment  for  the  use  and  benefit  of  anothor  and 

9  having  received  it,  knowingly  and  willfully  converts  such 

10  bonofit  or  paymont  or  any  part  thoroof  to  a  uso  othor  than 

11  for  tho  uso  and  benefit  of  such  other  person, 

12  shall  (i)  in  tho  case  of  such  astatomont,  representation,  con 

13  coalmont,  failure,  or  conversion  by  any  porson  in  connection 

14  with  tho  furnishing  (by  that  person)  of  items  or  services  for 

15  which  pa}rment  is  or  may  be  made  under  this  title,  bo  guilty 

16  of  a  felony  and  upon  conviction  thereof  fined  not  more  than 

17  $25,000  or  imprisoned  for  not  moro  than  five  years  or^both^ 

18  or  (ii)  in  the  case  of  such  a  statement,  representationT-een- 

19  coalment,  failuro,  or  conversion  by  any  othor^erson,  bo  guilty- 

20  of  a  misdemeanor  and  upon  conviction  thereof  fined  not  moro 

21  than  $10,000  or  imprisoned  for  not  more  than -one  year— of 

22  both.  In  addition,  in  an}r  case -where -an  individual  who  is 

23  otherwise  eligible  for  assistanee-uader-  a  State  plan  approvedr 

24  undor  this  title  is  convicted  of  an  offense  under  tho  procoding 


19 


1  withstanding  any  other-provision-  of-this4itle  or  of  such  plan} 

2  limit,  restrict,  or  suspend-  the  eligibility  of  that  individual- for 

3  such -period  (not-exc€cding--one-  year)  as  it  dooms  appro- 

4  ~priate-f~hut  the  imposition  of  a  limitation,  restriction,  or 

5  suspension  Vidth  respect  to  the  eligibility  of  any  individual 
q  under  this  sontonco  shall  not  affect  tho  eligibility  of  any  other 

7  person  for  assistance  under  the  plan,  regardless  of  tho  rcla- 

8  tionship  between  that  individual  and  such  othor  porson. 

9  ^-(b-)-(4-K-Whoever-so3icits-  or  receive 
10 


kgj-bribesy  -or-r^bates-)-dk 

11  ly,  overtly  or  covertly,  in-cash-  or-in~kind — 

12  "  (A) — in  return  for  referring  an  individual  to -a 

13  person  for  the  furnishing  or  -arranging  for  tho  furnishing 

1 4  of  items  or  services-  for  which  paymont  may  bo  mado  in 

15  whole  or  in  part  under  this  titlo,  or 

16  "(B)  in  return4or-purchasing,  leasing,  ordoring,  or 

17  arranging  for  or  recommending  purchasing,  leasing,  or 

18  ordering  goods,  facilities,  services?  or  any  itom  for  which 

19  payment  may  be  made-in  wholo-or -in  part  under  this 

20  -title? 

21  shall  bo  guilty  of  a  felony  and  upon  conviction  thereof,  shall 

22  bo  fined  not  more  than  $25,000  or  imprisoned  for  not  mom 

23  than  five  years,  or  both. 

24  "  (2)  Whoever  offers  or  pays  any  remuneration  (includ- 

25  ing  kickbacks,  bribes,  or  rebates) — directly  or  indirectly, 
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1  overtly  or  covertly,  in  cash  or  in  kind  to  any  person  to  induce- 

2  such  person — 

3  "  (A)  to  refer  an  individual  to  a  poison  for  the  fur- 

4  nishing  or  arranging  for  the  furnishing  of  items  or  serv- 

5  iocs  for  which  payment  ma}^  he  made  in  whole  or  in  part 

6  under  this  title,  or 

7  '"(B)  to  purchase,  lease,  order,  or  arrange  for  or 

8  recommend  purchasing,  leasing,  or  ordering  goods,  facili- 

9  ties,  services,  or  any  itom  for  which  payment  may  ho 

10  made  in  wholo  or  in  part  under  this  title, 

11  shall  ho  guilty  of  a  felony  and,  upon  conviction  thereof, 

12  shall  he  finod  not  more  than  $25,000  or  imprisoned  for 

13  not  more  than  five  years,  or  hoth. 

11  "(3)  Paragraphs  (1)  and  (2)  shall  not  apply  to — 

15  "  (A)  a  discount  or  othor  reduction  in  price  obtained 

16  by  an  entity  under  this  title  if  the  reduction  in  price 
IT  is  properly  disclosed  and  appropriately  reflected  in  the 

18  costs  claimed  or  charges  made  by  the  entity  under  this 

19  title ;  and 

20  "  (B)  any  amount  paid  by  an  employer  to  an  om- 

21  plo}^eo  for  employment  in  the  provision  of  covered  itomo 

22  or  services > 

23  "  (c)  Whoovor  knowingly  and  willfully  makes  or  causes 

24  to  be  made,  or  induces  or  seeks  to  induce  tho  making  of,  nny 

25  false  statement  or  representation  of  a  material  fact  with 
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1  rospoct  to  the  conditions  or  operation  of  any  institution  or 

2  facility  in  order  that  such  institution  or  facility  may  qualify 

3  (oither  upon  initial  certification  or  upon  rocertification) — as 

4  a  hospital,  skilled  nursing  facility,  intermediate  care  facility, 

5  or  homo  hoalth  agency  (as  those  terms  are  employed  in  this 

6  title)  shall  ho  guilty  of  a  felony  and  upon  conviction  thereof 

7  shall  ho  fined  not  more  than  $25,000  or  imprisoned  for  not 

8  moro  than  five  years,  or  both. 


9  "(d)  Whoever  knowingly  and  willfuly — 

10  "  ( 1 )  charges,  for  any  services  provided  to  a  patient 

11  under  a  State  plan  approved  under  this  titlo,  money  or 

12  other  consideration  at  a  rate  in  excess  of  the  rates  ostah- 

13  lishod  by  the  State,  or 

14  "(2)  charges,  solicits,  accepts,  or  receives,  in  addi 

15  tion  to  any  amount  otherwise  roquirod  to  bo  paid  under 

16  a  State  plan  approved  under  this  title,  any  gift,  money, 

17  donation,  or  other  consideration  ( othor  than  a  charitable, 

18  religious,  or  philanthropic  contribution  from  an  organiza- 

19  tion  or  from  a  person  unrelated  to  the  patient) — 

20  "  (A)  as  a  precondition  of  admitting  a  patient 

21  to  a  hospital,  skilled  nursing  facility,  or  intermediate- 

22  care  facility,  or 

23  "(B)  as  a  requirement  for  the  patient's  con 

24  tinuod  stay  in  such  a  facility,  when  the  cost  of  the 

25  sorvices  provided  therein  to  the  patient  is  paid  for 
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1  (in  whole  or  in  part)  undor  tho  Stato  plan. 

2  shall  be  guilty  of  a  felony  and,  upon  conviction  thereof,  shall 

3  bo  fined  not  moro  than  $25,000  or  imprisoned  for  not-more- 

4  than  fivo  yoars,  or  both.". 

5  (o)  Section  201  (a)  of  Public  Law-  94-§Q5~(42  U-.S.Gr 

6  -3524) — (relating  to  annual  reports  of  the  Health,— Edueatmn,- 

7  and  Welfare  Inspector  General)  is -amended -hy  adding  at 

8  the  end  thereof  the  following  sentence:  ^uch— report-shall 

9  -also  include  an  evaluation  of  the -periormarnee-of  the  Attorney 

10  -General  in  tho  investigation  and  prosecution  of  criminal  vio- 

11  lations  rotating  to  fraud  in  the  programs  of  health  insurance 

12  -and  modical  assistance  provided  under  titles  XVIIP-anel 

13  -XIX  of  the  Social  Security  Act,  and  shall  include  any 

14  recommendations  with  respect  to  improving  the- performance 

15  -el-such  activities/'. 

16  (d)  The  amendments  mado  by  subsections  (a)  and  (b) 

17  3hall  apply  with  respect  to  acts  occurring  and  statements  or 

18  representations  made  on  or  after  the  date  of  tho  enactment 

19  of  this  Act, 

20  AMENDMENTS  RELATED   TO  PROFESSIONAL  STANDARDS 

21  REVIEW  ORGx\NIZATIONS 

22  Seo.  5.  (a)  Section  1152  (e-)--9£4h^~So€ia4  Security  Act 

23  ic  amended  to  read  as  follows : 

24  "  (c)  Where  the  Secretary  finds  a  Professional  Stand 

25  -qrds  Eeview-  Organization  (-whether-  -designated  on  -a-eondi- 
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1  tional  basis  or  otherwise)  to  be  comp etent-  to  perform  review 

2  responsibilities,  tho  roviow,  certification,  and  similar  activi- 

3  tios  otherwise  required  pursuant  to  provisions  -of- this  Aet 

4  (othor  than  this  part)  shall  not  be  applicable-with  respect 

5  to  those  providers,  suppliers,  and  practitioners  being --re- 

6  viowod  by  such  Professional  Standards  Review  Organkationy 

7  except  to  tho  extent  specified  by  tho  Socrotary.  Nothmg-4n- 

8  tho  procoding  sontonco  shall  be  construed -as  rendering  in- 

9  applicable  any  provision  of  this  Act  wherein  requirements 

10  with  respect  to  conditions  for  eligibility  to  or  paymont--of- 

11  benefits — (as  distinct  from  reviews  and  certifications  made 

12  with  respect  to  dotorminations  of  the  kind  made  pursuant  to 

13  paragraphs — (4) — and — {2) — of  section  1155  (a)  ) — must  be 


14  satisfied.". 
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(b)  (1)   Section  1151(b) — of  such  Act  is  amended 


16 


19 


17 


18 


(A)  by  striking  out  "  (which  may  not  oxcocd-24 
-months) "  in  th^4i^4>enten^e-an4-inserting  in  lieu  thereof 
"  (which  may  not  exceed  48  months  except  as  pro- 
vided in  subsection  (c)  )  "; 


20 


(B)  by  inserting 


in  addition  to  roviow  of  health 


21 


caro  services  provided  by  or  in  institutions/'  after  "per 


22 
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(C)  by  striking  out  "or  ordered  by  physicians '^an4 


24 


all  that  follows  through  "and  organizations"  4tt-4he-ses- 
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1  -©ttd-ser+tence  arid  inserting  in  lieu  thereof  "by-  or  -in  ins ti- 

roviow  of  suoh  othe-r  health  euro  services  as  tho  Secretary 

4  may  require". 

5  (2)  Section  1154  of  such  Act  is  further  amended  4>y 
q  -redesignating  subsection  (c)  as  subsection  (d),  and  by  in- 
7  sorting  aftor  subsection — (4^ — the  following  new  subsection: 
g  "(o)  If  the  Secretary  finds  that  an  organization  dosig- 
9  natod  undor  subsection — fa-) — has  boon  unable  to  perform 

10  satisfactorily  all  of  the  duties  and  functions  required  under 

H  this  part  for  reasons  bo3^ond  the  organization's  control,  he- 

12  may  extend  such  organization's  trial  period  for  an  additional 

13  period  not  exceeding  twenty-four  months.". 

14  (c)  (1)  Section  1155  of  such  Act  is  amended — 

15  (A)  by  striking  out  "directly  or  indirectly  involved 
K3  in"-  in  subsection  -  ( a)  { 6f  f  A) — and  inserting  in  lieu 
17  thereof  "directly  responsible  for"; 

IS  -ffil—ky  striking  out  -"any  financial"  in  subsection 

19  (a)  (6)  (B)  and  inserting  in  lieu  thoroof  "a  significant 

20  £nancial"; 

21  (C)  by  inserting  after  "to  such  organization"  in 

22  subsection  (f)  (2)  the  following :  ",  in  a  manner  similar 

23  to  that  provided  for  under  section  1816  (c) ,";  and 

24  (D)  by  striking  out  subsection  (g)  and  inserting 

25  in  lieu  thereof  the  following  new  subsection: 
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1  "  (g)  (1)  Not  later  than  two  years  after  the  date  of  the 

2  enactment  of  the  Medicare-Medicaid  Anti-Fraud  and  Abuse 

3  Amendments,  the  Soorotary,  through  tho  conduct  of  demon- 

4  stration  projects  or  otherwise,  shall  dovolop  effective  ambula- 

5  toiy  care  roview  methodologios  for  use  by  Professional  Stand' 
q  ards  Beview  Organizations  in  performing  roview  responsi- 

7  bility  with  rospoct  to  ambulatory  caro  sorvicos. 

8  -^(2)  Where  a  Professional  Standards  Beview  Organi- 

9  zation  (whether  designated  on  a  conditional  basis  or  other- 

10  wiso)  requests  roviow  responsibility  writh  respect  to  sorvicos 

11  furnished  in  shared  health  facilities,  the  Secretary  must  give 

12  -priority  to  such  request,  with  the  highest  priority  being 

13  assigned  to  requests  from  organizations  located  in  areas  with 

14  substantial  numbors  of  shared  health  facilities. 

15  "  (3)    The  Secretary  shall  require  any  Professional 

16  Standards  Beview  Organization  which  is  oapablo  of  cxercis  ■ 

17  ing  roview  responsibility  with  respect  to  ambulatory  caro 

18  -services  to  perform  review  responsibility  with  respect  to  such 

19  sorvicos  on  and  after  a  date  not  later  than  two  yoar-s-a&eg- 

20  tho  date  the  organization  has  been  designated  as  a  Profos 

21  sional  Standards  Beview  Organization — (other  than  under 

22  section  1154) .". 

23  (2)  Section  1101  (a)  of  such  Act  is  amended  by  in- 

24  -serting  after  paragraph  (8)  the  following  now  paragraph: 
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1  ii-f£) — The  term  'shared  health  facility'  means  any 

2  arrangement  whereby — 

3  "  (A)  two  or  moro  health  care  practitioners  practice 

4  their  professions  at  a  common  physical  location ; 

5  "(B)  such  practitioners  sharo  (i)  common  waiting 

6  areas,  examining  rooms,  troatmont  rooms,  or  other  space, 

7  (ii)  tho  services  of  supporting  staff,  or  (iii)  oquipment; 

8  "(C)  such  practitioners  have  a  person  (who  may 

9  himsolf  bo  a  practitioner) — 

10  "  (i)  who  is  in  charge  of,  controls,  manages,  or 

11  supervises  substantial  aspects  of  the  arrangement 

12  or  operation  for  tho  delivery  of  health  or  medical 

13  services  at  such  common  physical  location,  other 

14  than  tho  direct  furnishing  of  professional  health 

15  care  services  by  the  practitioners  to  their  patients-j 
16 

17  "  (ii)  who  makes  available  to  such  practitioners 

18  tho  sorvicos  of  supporting  staff  who  arc  not  cm- 

19  ployees  of  such  practitioners ;  and 

20  who  is  compensated  in  whole  or  in  part,  for  the  uso  of 

21  such  common  pfrysical-location  or  support  services  per- 

22  taining  thereto,  on  a  basis  related  to  amounts  charged 

23  or  collocted  for  the  services  rendered  or  ordered  at  such 

24  location  or  on  any  basis  clearty  unrelated  to  the  value 

25  of  tho  services  provided  by  the  person;  and 
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1  "  (D) — at  least  one  of  such  practitioners  received 

2  payments  on  a  fee-for-sorvico  basis  under  titles  V, 

3  XVIII,  and  XIX  in  an  amount  exceeding  $5,000  for 

4  any  one  month  during  the  proccding  12  months,  or  in 

5  an  aggregate  amount  exceeding  $10,000  during  the- 

6  preceding  12  months; 

7  except  that  such  term  does  not  include  a  provider  of  services 

8  (as  defined  in  soction  1861  (u)  of  this  Act),  a  hoalth  main- 

9  tenanco  organization — (as  defined  in  section  1301  of  the 

10  Public  Health  Sorvice  Act) ,  a  hospital  cooperative  shared 

11  sorvicos  organization  meeting  the  requirements  of  section 

12  501  (e) — of  the  Internal  Revenue  Code  of  1951,  or  any 

13  public  entity." . 

14  (d)  (1)  Section  1158  of  such  Act  is  amended  by  adding 

15  at  tho  ond  thoreof  the  following  new  subsection : 

16  u(c)  Where  a  Professional  Standards  Review  Organi- 

17  zation  (whether  designated  on  a  conditional  basis  or  other- 

18  wise)  has  boon  found  compctont  by  tho  Secretary  to  assume 

19  review  responsibility  with  respect  to  specified  typos  of  health 

20  care  services  or  specified  providers  or  practitioners  of  such 

21  cervices  and  is  performing  such  reviews,  determinations  made- 

22  pursuant  to  paragraphs  (1)  and  (2)  of  section  1155  (a)  in 

23  connection  with  such  reviews  shall  constitute  tho  conclusive- 

24  4eterm4na4oft-o-H  those  issues-  (subject  to  sections  1159,  117-1 

25  (a)  (1) ,  and  1171  (d)  (3)  )  for  purposes  of  payment  under 
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1  4his-Act,  and  no  reviews  with  respect  to  those  determinations 

2  i  hall  be  conducted,  for  purposes  of  payment,  by  agencies  and 

3  organizations  which  are  parties  to  agreements  entered  into  by 

4  4he  Socrotary  pursuant  to  section  1816,  carriers  which  arc- 

5  -parties  to  contracts  entered  into  by  the  Secretary  pursuant  to 
q  -section  1812,  or  single  State  agencies  administering  or  super- 

7  -vking  the  administration  of  State  plans  approved  under  title 

8  ^43^, 

9  (2)  (A)  Section  1152(b)  (2)  of  such  Act  is  amended 
lo  by  striking  out  "submitted  to  him  by  the  association,  age^^yy 
H  or  organization"  and  inserting  in  lieu  thereof  "which  shall  be 
12  -developed  and  submitted  by  the  association,  agency,  or  orga- 

14  (B)  Section  1152  of  such  Act  is  further  amended  by 

15  adding  at  the  end  thereof  the  following -4*ew  subsection: 

16  dwi^g  the  development  -and  preparation  by 

17  an  organization  of  its  formal  plan  under  subsection  (b)  (2) 

18  or  of  any  modification  of  such  plan  to  include  review  of 

19  .services  in  skilled  nursing-facilities — (as  defined  in  section 

20  1801  (j)  )  or  intermediate  care  facilities  (as  defined  in  see- 

21  -tion  1 905  (c)  ) — or  review  of  ambulatory  care  sorviccs,  the 
oo  ovoTMiiz/ihon  shfl.ll  consult  with  flu*  miiio'Ip.  S 

/  V/  \J  1  ^  CI1 1 1  UJU  I  1UH      1~  I-ICH 1      L  vllnlll  V       >  V  11/11       pTTv      rTTt^ltJ      FT  r 

23  sponsible  -fof -administering-  ot  supervising-  -the  admin  is 

24  of  the  State  plan-approved  under  title-XIX-  for  tho  State  in 

25  which  the  organization  is  located. 
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1  "  (2)  Such  plan  and  any  such  modification  shall  be  sub- 

2  -mitted  to  tho  Governor  of  such  State,  at  the  time  of  its  sub- 

3  mission  to  the  Secretary,  for  his  comments. 

4  "  (3) — The  Secretory,  before  making  the  findings  do- 

5  scribed  in  subsection  (b)  (2)  or  a  finding  regarding  the- orga- 

6  Nation's  capability  to  pertem-re-vie-w- of  -  suoh-ser-vkos  (as 

7  -the-  case  may--be)-r-slia41-consider-any  such  comments  sub- 

8  mitted  to  him  by  such  Governor  boforo  tho  ond  of  tho  thirty- 

9  day  period  beginning  on  tho  date  of  submission  of  the  plan 

10  or  of  any  such  modification  (as  tho  caso  may  bo) . 

11  "(1)  If,  after  considering  such  comments,  the  Score 

12  tary  intends  to  make  findings  which  are  advorso  to  such 

13  comments,  the  Secretary  shall  provide  tho  Governor  mak- 

14  ing  such  comments  with  the  opportunity  to  submit  addi- 

15  tional  ovidonco  and  comments  on  such  intondod  findings 

16  -during  a  period  of  not  less  than  thirty  days  onding  boforo 

17  -the  findings  become  effective. ".- 

18  (C)  Section  1151  of  such  Act  (as  amended  by  subscc- 

19  tion  (b)  (2)  of  this  section) -is-further  amondod  by  adding 

20  after  subsection  (d)  the  following  new  subsoction: 

21  "  (o) — In  determining  whether  an  organization  dosig- 

22  nated  on  a  conditional  basis  as  the-Professiona4-Standards 

23  Koviow  Organization  for  any-  area  is  substantially  carrying 

24  out  its  duties  in  a  satisfactory  manner  and  should  be  con- 

25  sidercd  a  qualified  organization,  the  Secretary  shall  follow 
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1  tho  procoduros  specified  in  section  1152(h) — (eoncemii^ 

2  tho  Secretary's  consideration  of  commcnts-of-4k€-Oovemor 

3  of  the  State  in  whieh-tho  organization  is  located)/'. 

4  (D)  Part  B  of  title  XI  ^f-sttdi--Act-k-ainended-hy  add- 

5  -ing  after  section  1170  the  following  new  section: 

6  "MEMORANDUMS   OF  UNDERSTANDING ;  FEDERxlL-STATE 

7  RELATIONS  GENERALLY 

8  "Seo.  1171.  (a)  (1)  Except  as  provided  in  paragraph 

9  — no  determination  made  by  a  Professional  Standards- 

10  Roviow  Organization  pursuant  to  paragraphs  (1)  and  (2) 

11  -of  section  1155(a)  in  connection  with  reviews  shall  consti- 

12  tftte-eefiekisive  determinations  under  section  1158(c) — for 

13  purposes  of  paymont  under  title  XIX}  unloss  such  organi- 

14  zation  has  entered—  kite -ar  memorandum  of  understanding, 

15  approved  by  tho  Secretary,  with  the  single  State  agency 
1G  responsible)  for  administering  or  supervising  the  adminis- 

17  tration  of  the  State  plan  approved  under  title  XIX  for  tho 

18  -State-ift  which  tho  organization  is  located  (hereinafter  in 

19  -this -section  referred  to  as  the  'State  age-noy^)-ior-  the  purposo 

20  -of-delineatmg-tbe-j#latiQ-nsbip  between  4ke-  organization  and 

21  tho  State  agency  and  of  providing  for  the  exchange  of  data 

22  — information, — a4iamistea4ive----f)r^edure^ — coordination 

23  mechanisms,  and  modification-  of  -tho-  memorandum  at  any 

24  -time-that  additional  responsibility  for-^ev4ew  by-  the  ^rga- 

25  nization  is  authorized  hy  the  Secretary. 
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1  "  (2)  The  requirement  o^-pafag^af>fer--(4-)--:f 

2  by  the  Secretary  if  (A)  the  Stato  agoncy  indicates  to  the 

3  -Secretary  that  it  does  not  wish  to  enter  into  a  memorandum 

4  of  understandmg^-with  the  organization  involved,  or — (^-f 

5  the  Secretary  Rn4s~4hat--the--State  agency  has  refused  to 

6  negotiate  in  good-iaith  or  in  a-timely  manner-  with-the -orga- 

7  nization  involved. 

8  "(b)  (1)  The  State  agency  may  request -a^refcssional 

9  Standards  Eoviow  Organization  which  is  entering  into  such  a 

10  memorandum  of  understanding  with  the  agency  to  include  in 

11  the  memorandum  ^-specification  of  review  goals  or  methods 

12  (additional  to  any  such  goals  or  methods  contained  in  the 

13  -organization's  formal  plan)  for  the  performance  of  the  orga- 

14  nization's  duties  and  functions  under  this  part. 

15  "(2)  If  the  agenc}"  and  the  organization  cannot  reach 

16  agreement  regarding  the  inclusion  of  any  such  requested 

17  specification,  the  Secretary  shall  review  such  specification  and 

18  shall  require  that  the  specification  be  included  in  the  memo- 

19  ^andum  if  the-Seere-tar-y- determines  that  such  spoeifleatien-ef- 

20  goals  or  methods  (A)  -is  consistent  with  the  functions  of  the 

21  organization  under  this  part  and  with  the  provisions  of  title 

22  'XIX  and  the  State's  plan  appro^ed-4mdep  such  title,  and 

23  (E)  docs  not  seriously  impact  on  the  effectiveness  and  uni 

24  -formity-^f-4h^-e^gan4za4on1s-  roviow~e£-health  care  services 

25  ^aid-jor-under  title-X¥III  and -tkle-X-IX  of  this  Act: 
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1  "(c)  Notwithstanding  any  other  provision  of  this  Ae% 

2  the  State  agency  may  contract  with  any  Professional  Stand 

3  ards  Xioview  Organization  located  in  the  State  for  the- 

4  performance  of  review  responsibilities  in  addition  to  those 

5  performed  pursuant  to  this  part  (and  the  cost  of  performance 

6  o£-such  additional  responsibilities  is  reimbursable  as  an  ox 

7  pense  of-  the-State--ageR€y^under  section  1903  {a}  )4f — 

8  " -(4) -4he -State- -ag'ency  formally  roquosts  the  por- 

9  formanee  of  suek-additional  responsibilities,  and 

10  "(2)  the  performance  of  such  additional  rospon- 

11  -sMities-4&-sot-  inconsistent  with— this  pari  and  is  pro- 

12  ^vided-for-in  an- -amendment  to  the  State's  plan  which 

13  is  approved  by  the  Secretary— aader  title  XIX-. 

14-  "(d)  (1)  Each  State  agency-may -monitor-the  perform- 

15  anco  of  review  responsibilities  by- Professional  Standardn 

16  Eeview  -Organizations-  ]oeated--witkin  tho  State,  in  accord 

17  anco  with  a  Stato  monitoring  plan  which  is  developed  after 

18  -review  and  commeBt-kj^ttek-ofgaRi^ 

IQ  by  the  Secretary.  The  costs  of  activities  -e-f  -the- -State  agency 

20  undor  and  in  accordance  with  such  plan  arc  reimbursable 

21  as  an  exp ens e -oi-the-St&te - -ageaey- under  section  1903  (a)-. 

22  -"  (2)  A  monitoring  plan  developed  and  approved  under 

23  paragraph  (1)  may-4^4^-ar  specification  of  performance 

24  criteria  for  judging  the  effectiveness  of  the  review  per- 

25  formanee  of  tho  Professional  Standards  Review  Organiza 


33 

1  tions.  If  the  Stato  agonoy  and  the  Professional  Standards 

2  Ecviow  Organizations  cannot  reach  agrocmont  regarding 

3  such  critoria,  the  Secretary  shall  assist  tho  agoncy  and 

4  organizations  in  resolving  tho  matters  in  dispute 

5  •"  (3)  (A) — Yvhonovcr  a  State  agency  monitoring  the- 

6  performance  of  review  responsibilities  by  a  Professional 

7  Standards  Koviow  Organization  undor  a  plan  dcvolepedr 

8  and  approved  under  paragraph  (1)  submits  to  the  Score 

9  tary  reasonable  documentation  that  the  roview  dotormina 

10  tions  of  such  organization  have  caused  an  unreasonable  and 

11  detrimental  impact  either  on  total  State  expenditures  under 

12  title  XIX  or  on  the  quality  of  care  received  by  individuals 

13  under  the  State's  plan  approved  under  such  title,  and 

14  requests  the— Secretary-  ■■to—act-,--  the  Secretary  shall,  within 

15  thirty  days-irom  the  date  of  receipt  of  the  documentation, 

16  temporarily  suspend-such  organization's  authority  in  whole 
IT  or  in  part  undor  section  1158  (c)  to  make  conclusive  deter 

1 8  minations  for  purposes  of  payment-tattler-  title  XIX — fand- 

19  he  may  suspend  such  authority  for  purposes  of  payment 

20  under  titlo  XVIII}  pending  &  revaluation  of-su^h-w  gani- 

21  zation's  performance  of  the  responsibilities—  involved  and 

22  any  appropriate-action  the  Secretary  may  take  a3  a  rc3iil4 

23  of  such  re  evaluation. 

24  "  (B)  The  Secretary  shall  notify  the  State  agoncy  sub 

25  mitting  such  documentation,  and  tho  organization  involved, 

H.R.  3—0  2 
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1  4n  writing,  of  his  do  termination,  any  subsequent  actions 

2  taken,  and  the  basis  thereof,  and— shall  notify  the  appro- 

3  priatc  committees  of  the — United  State;:;  House  of  Rep- 

4  rosontativos — and — the — Senate — of  an}^  such  doeumcntation- 

5  submitted  and  the  actions  taken. 

6  "  (e)  (1)  The  Secretary  shall  in  a  timely  manner  ostab- 

7  lish  procedures  and  mechanisms  to  govern  his  relationships 

8  with  State  agoncios  under  this  part  (specifically  including 

9  his  relationships  with  such  agencies  in  coiinootioft-with  their 

10  respective  functions  under  the  preceding  provisions  of  this 

11  section) .  Such  mechanisms  shall  include  periodic  consulta 

12  tion  by  the  Secretary  with  State  agency  representatives  and 

13  representatives  of  Professional  Standards  Review  Organiza- 

14  tions  rogarding  relationships  botwoon  such  agoncios  and  such 

15  organizations — (including  the  appropriate  exchange  of -data- 

16  and  information  between  such  agencies-  and  such  ogg-amza- 

17  tions)  and  other  problems  of  mutual  concern,  and  such  pro 

18  coduros  shall  permit  the  State  agency  to  be  reprosonted  on 

19  any  project  assessments  conducted  by  tho  Secrotary  with 

20  respect  to  a  Professional  Standards  Review  Organization 

21  located  wdthin  its  State. 

22  "  (2) — Each  Professional  Standards  Review  Organiza- 

23  tion  shall  provide  to  the  State  agency  for  tho  State  in-^whieh- 

24  it  is  located,  upon  requost,  data  or  information  which  the 

25  Secretary  requiros  such  organizations  to  report  to  him  rou 
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1  -tinely  on  a  periodic  basis,  and  such  other  data  or  information 

2  as  tho  Secretary  authorizes  to  bo  disclosod.". 

3  (3)  (A)  Section  1155(e)  (1)  of  such  Act  is  amended 

4  by  inserting  "  (other  than  a  skilled  nursing  facility,  as  defined 

5  in  section  1861  (j)  )  "  aftor  "the  roviow  committees  of  a  hos- 

6  pital  or  other  operating  health  care  facility  or  organization". 

7  (B)  Section  1155(a)  of  such  Act  is  amended — 

8  -(4) — by  insorting  "  (except  as  provided  in  para- 

9  graph  (7)  )"  in  paragraph  (1)  after  "institutional  and 

10  noninstitutional  providers  of  health  caro  services";  and 

11  by  inserting  after  paragraph  (6)  the  following 

12  now  paragraph : 

13  "  (7) — A  Professional  Standards  Ecview  Organization- 

14  located  in  a  Stato  has  the  function  and  duty  to  assume  rc- 

15  sponsibility  for  tho  review  under  paragraph  (1)  of  profes- 

16  sional  activities  in  intermediate  care  facilities — (as  defined 

17  in  section  1905  (c)4~ and-^n-^uMie  mstifations-for— the^-men- 

18  tally  retarded  (described  in  section  1905  (d)  (1) )  only  if  tho 

19  Secretary  finds,  on  the  basis  of  such  do^ummtation --as  he 

20  -may  require  from  the  Stato,  that  tho  single  Stato  agency 

21  which  administers  or  supervises  the  administration  of  the 

22  State  plan  approved  under  title  XIX  for  that  State  is  not 

23  performing  effective  review  of  the  quality  and  neeessity^-ef 

24  hoalth  care  sorvices  provided  in  such  facilities  and— instittt- 

25  tions.". 
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2  (o)  Section  1160(b)  (1)  of  such  Act  is  amended  by 

2  striking  out  "practitionor  or  providor"  oach  timo  it  appears 

3  thoroin  and  inserting  in  lieu  thoroof  "hoalth  caro  practitionor 

4  or  hospital, — or — othor  health — care — facility, — agency, — er- 

5  organization' 

g  (f)  Section  1163  (a)  (2)  of  3uch  Act  is  amended  to  read 

rj  as  follows : 

g         "  (2)  Mombors  of  the  Council  shall  bo  appointed  for  a 

9  term  of  throo  years,  except  that  of  tho  mombors  appointod  in 

2q  1979,  four  shall  bo  appointod  for  a  torm  of  only  two  yoars, 

22  and  three  for  a  term  of  only  one  year.  Members  of  the- 

22  Council  shall  be  eligible  for  reappointment". 

23  •  (g)  Soction  1163  of  such  Act  is  amondod  by  striking  out 
14  subsoction  (f ) . 


15  (h)  Section  1166  of  such  Aot  is  amended — 

16  (1)  by  striking  out  "or  (2)  -  in  subsoction  (a)  and 

17  insorting  in  lieu  thoroof  —,  (2)"; 

18  (2)  by  insorting  the  following  immediately  before 

19  tho  period  at  the  end  of  subsection  (a)  :  —,  or  (3)  in 

20  accordance  with  subsoction  (b)"; 

21  (3)  by  redesignating  subsection  (b)  as  subsection 

22  4<4-r 

23  (d)  by  inserting- the  following  new  subsection  im 

24  mediately  after  subsection  (a)  : 
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1  "  (b) — A  Professional  Standards  Beview  Organization 

2  shall  provide,  in  accordanco  with  procedures  established  by 

3  the  Secretary,  data  and  information — 

4  "  (1) — to  assist  Federal  and  Stato  agoncios  rocog- 

5  nized  b}^  the  Secretary  as  having  responsibility  for  iden- 

6  tifying  and  investigating  cases  or  patterns  of  fraud  or 

7  abuse,  which  data  and  information  shall  be  provided  b}^ 

8  such  Organization  to  such  agencies  at  the  rcquost  of  ouch 

9  agoncios  at  tho  discretion  of  such  Organization  on  the 

10  basis  of  its  findings  with  respect  to  ovidonoo  of  fraud  or 

11  abuse ; 

12  -  (2)  to  assist  tho  Secretary,  and  such  Eedoral  and 

13  Stato  agoncios  recognized  by  the  Secretary  as  hav- 

14  ing  hoalth  planning  or  related  responsibilities  under 

15  Federal  or  Stato  law  (including  health  systems  agencies 

16  and  State  hoalth  planning  and  development  agencies ),- 

17  -in  carrying  out  appropriate  hoalth  caro  planning  and 

18  related  activities,  which  data  and  information  shall  bo 

19  provided  in  such  format  and  manner  as  may  be  pre- 

20  -scribod  by  tho  Secretary  or  agreed  upon  by  the  reopon- 

21  siblo  Fodoral  and  Stato  agencies  and  such  Organization, 

22  and  shall  bo  in  tho  form  of  aggregate  statistical  datn 

23  (without  identifying  any  individual)  on  a  geographic, 

24  institutional,  or  othor  basis  reflecting  tho  yolumo  and, 
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1  frequency  of  services  furnished,  as  well  as  the  demo 

2  graphic  charactorifiticfi  of  the  population  subject  to  re- 

3  view  by  such  Organization. 

4  The  penalty  providod  in  subsection  (c)  t  liall  not  apply  to 

5  tho  disclosure  of  any  data  and  information  received  under 
q  this  subsection,  except  that  such  penalty  shall  apply  to  the 

7  disclosure  (by  the  agency  receiving  such  data  and  informa- 

8  tion)  of  any  such  data  and  information  described  in  para- 

9  graph  (1)  unless  such  disclosure  is  made  in  a  judicial,  ad 

10  miniotrativo,  or  other  formal  legal  proceeding  resulting  from- 

11  an  investigation  conducted  by  the  agency  receiving  the  data 

12  and  information.";  and 

13  — by  inserting  aftor  subsection  (o) — (as  oo  re 

14  designated)  the  following  now  subsection : 

15  ''(d)  No  patient  record  in  the  possession  of  a  Profos- 

16  aional  Standards  Review  Organization,  a  Statowido  Profos 

17  sional  Standards  Eevicw  Council,  or  the  National  Profes 

18  sional  Standards  Poviow  Council  shall  be  subject  to  subpena 

19  or  discovery  proceedings  in  a  civil  action-.". 

20  (i)  Section  1167  of  such  Act  is  amended  by  adding  the 

21  following  new  subsection  at  the  end  thereof: 

22  "f4)— The  Secretary  shall  make  payment  to  a  Profos 

23  sional  Standards  Pcview  Organization,  whether  conditionally 

24  designated  or  qualified,  or  to  any  member  or  employee  there- 
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1  of,  or  to  any  person  who  furnishes  legal  counsel  or  sorvicos 

2  to  such  organization,  in  an  amount  equal  to  the  reasonable 

3  amount  of  the  expenses  incurred,  as  determined  by  the  Socro 

4  tary,  in  connection  with  the  defense  of  any  suit,  action,  or 

5  proceeding  brought  against  such  organization,  member  or 

6  employee  related  to  the  performance  of  any  duty  or  function 

7  of  such  organization,  member  or  employee  (as  described  in 

8  section  1155)-.". 

9  (j)  Section  1168  of  such  Act  is  amended  by  adding  at 

10  the  end  thereof  the  following  new  sentence:  "The  Secretary 

11  shall  make  payments  to  Professional  Standards  Review  Orga  ■ 

12  nizations  (whothor  designated  on  a  conditional  basis  or  other 

13  wise) — from  funds  described  in  the  first  sentence  of  this 

15  fund3  by  any  State  or  political  subdivision  thoroof) — for 

16  oxponsos  incurrod  in  the  performance  of  duties  by  such 
^  Organizations.". 

18  (k)  Part  B  of  title  XI  of  such  Act  (as  amended  by  sub 

19  section  (d)  (2)  (D)  of  this  section)  is  further  amended  by 
^®  adding  after  sectiom-1171  the  following  new  section: 

21  "ANNUAL  reports 

22  uSeo.  1172.  The  Secretary  shall  gubmit  to  the  Congress 

23  not  later  than  April  V~H>78,  and  not  later  than  April  1- 
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1  of  oach  yoar  thoroaftcr,  a  full  and  oomploto  roport  on  tho 

2  administration,  impact,  and  coot  of  tho  program  undor  this 

3  part  during  tho  procoding  fiscal  yoar,  including  data  and 

4  information  on — 

5  "-(-t) — the  number,  status — (conditional  or  other 

6  wioo ) ,  and  oorvioo  aroas  of,  and  review  methodologies 

7  employed  by,  all  Professional  Standards  Review  Or- 

8  ganizations  participating  in -the  program; 

9  "(2)  the  number  of  health  care  institutions  and 

10  practitioners  whose  servicos  aro  subjoct  to  roviow  by 

11  Professional  Standards  Roviow  Organizations,  and  tho 

12  numbor  of  beneficiaries  and  recipients  who  received 

13  3orvioo3  subject  to  such  review  during  such  yoar  ; 

14  "  (3)  BorvicoG  dotorminod,  in  accordance  with  the 

15  provisions  of  this  part,  to  have  been — (A)  medically 

16  unnooossary,  (B)  furnished  in  an  inappropriate  sotting, 

17  or  (C)  deficient  in  quality; 

18  "  (d)  tho  imposition  of  penalties  and  sanctions  undor 

19  this  title  for  violations  of  law  and  for  failure  to  comply 

20  with  the  obligations  imposed  by  this  part; 

21  "(5)  the  total  costs  incurred  under  titles  V,  XI, 

22  XVIII,  and  XIX  of  this  Act  in  the  implementation  and 

23  oporation  of  all  procedures  required  by  ouch  titlon  for 
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1  the  review  of  services  to  determine  their  medical  neces- 

2  sity,  appropriateness  of  use.  and  quality; 

3  .      "  (6)  changes  in  utilization  rates  and  pattern?,  and 
1  changes  in  medical  procedures  and  practices,  attributa 
5  blc  to  the  activities  of  Professional  Standards  Ecvicw 
q  Organizations; 

7  u(7)  the  progress  being  made  among  Professional 

S  Standards  Ecvicw  Organizations  in  adopting  and  im 

9  plomcnting  the  ambulatory  care  review  methodologies 

10  developed  under  section  1155  (g)  (1)  ; 

11  "  f£) — the  results  of  program  evaluation  activities. 

12  including  the  operation  of  data  collection  systems  and 

13  the  status  of  Professional  Standards  Ecvicw  Organiza 

14  tion  data  policy  and  implementation; 

15  "  (9)  the  extent  to  which  Professional  Standards 

16  Ecvicw  Organizations  arc  performing  reviews  of  oorv 

17  ices  for  other  governmental  or  private  health  insurance 

18  programs ;  and 

19  "  (10)  recommendations  for  legislative  changes;". 

20  (l)  (i)  Title  XI  of  such  Act  (a-s  amended  by  subsoe- 

21  ftons — (d)  (2)  (D) — and — ft) — of  this  section) — is  further 

22  amended  by  adding  after  section  1172  the  following  new 

23  section : 
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1  "MEDICAL  OFFICERS  IN  AMERICAN  QAMOA,  THE  NORTHERN 

2  MARIANA  ISLANDS,   AND  THE   TRUST   TERRITORY  OF 

3  THE  PACIFIC  I3LAND3  TO  BE  INCLUDED  IN  THE  TRO 

4  FE33IONAL  STANDARDS  REVIEW  PROGRAM 

5  "Sec  1173.  For  purposes  of  applying  this  part  (except 

6  sections  1155  (c)  and  1163)  to  American  Samoa,  the  North- 

7  ern  Mariana  Islands,  and  the  Trust  Territory  of  the  Pacifie 

8  Islands,  individuals  licensed  to  practice  medicine  in  those 

9  places  shall  bo  considered  to  be  physicians  and  doctors  of 

10  medicine/'. 

11  (2)  The  second  sentence  of  section  1101  (a)  (1)  of  suoh 

12  Act  is  amended  by  inserting  "and  in  part  B  of  this  title"  after 

13  "title  V". 

14  (m)  Section  18G1  (w)  (2)  of  3iich  Act  is  amended  by 

15  inserting  "part  B  of  this  title  or  under"  immediately  after 

16  "entitled  to  have  paymont  made  for  such  services  under"-. 

17  (n)  Section  1167  of  3uch  Act  is  amended — 

18  (1)  by  inserting  "or  to  any  Statewide  Professional 

19  Standards  Review  Council"  in  subsection — fa) — after 

20  "Professional  Standards  Review  Organization"; 

21  (2)  by  inserting  "or  such  Council"  in  oubacotieH 

22  (a)  aftor  "such  Organization"; 

23  (3)  by  inserting  "or  of  any  Statewide  Professional 

24  Standards  Review  Council"  in  subsection  (b)  (1)  after 

25  "Professional  Standards  Review  Organization"; 
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.1  (1)  by  inserting  "or  council"  in  subsection  (b)  (1) 

2  aftor  "organization"-? 

3  (5)    by  inserting  "or  of  Statewide  Profopoional 

4  Standards  Review  Councils"  in  subsection  (b)  (1)  after 

5  "Review  Organizations";  and 

6  (6)  by  inserting  "and  statewide  professional 

7  standards  review  councils"  in  fee  beading  of  the 

8  section — after — "professional — standards — review 

9  organizations". 

10  (o)  (1)    Section   1152(b)(1)(A)    of  such  Act  ia 

11  amended  by  striking  out  "subsection  (e)  (i)  "  and  inserting 

12  in  lieu  thereof  "subsection  (o)  (1)". 

13  (2)  Section  1155(a)  (1)  of  such  Act  is  amended  by 

14  striking  out  "  (subject  to  the  provisions  of  subsection  (g)  ) " 

15  in  the  matter  preceding  subparagraph  (A) . 

1G  (3)  Section  1160(b)  (1)  of  such  Act  is  amended  by 

17  inserting  "or"  after  "permanently"  in  the  matter  following 

18  subparagraph  (R) » 

19  issuance  of  suijpenas  by  comptroller  general 

20  Sec,  6.  Fart  A  of  title  XI  of  the  Social  Security  Ac£ 

21  is  amended  by  inserting  aftor  section — 1121 — (added  by 

22  scorion  3  (a) — of  this  Act) — tho  following  new  section: 

23  "ISSUANCE  OF  SUBPENAS  13Y  COMPTROLLER  GENERAL 

24  "Sec.  1125. — — For  tho  purpose  of  any  audit,  in 

25  vcatigation,  examination,  analysis,  review,  evaluation,  or 


44 

1  other  function  authorized  by  lavvr  with  respect  to  any  program 

2  authorized  under  section  226,  titles  V,  XVIII,  or  XIX,  or 
S   part  E  of  this  title  of  this  Act,  the  Comptroller  General  of  the 

4  United  States  shall  have  power  to  sign  and  is3uc  subpenas  to 

5  any  person  requiring  the  production  of  any  pertinent  books, 

6  records,  documents,  or  other  information.  Subpcna3  30  i33ucd 

7  by  the  Comptroller  General  shall  be  served  by  anyone  author 

8  ized  by  him  ( 1 )  by  delivering  a  copy  thereof  to  the  person 

9  named  therein,  or  (2)  by  registered  mail  or  by  certified  mail 

10  addressed  to  such  person  at  his  last  dwelling  place  or  prin- 

11  oipal  place  of  business.  A  verified  return  by  the  person  30 

12  serving  the  subpona  setting  forth  the  manner  of  sorvioo,  or-, 

13  in  tho  caso  of  service  by  registered  mail  or  by  certified  mail, 

14  the  return  post  office  receipt  therefor  signed  by  the  person 

15  so  served,  shall  be  proof  of  service. 

'^-{b) — In  case  of  contumacy  by,  or  refusal  to  obey  a 
^    subpona  issued  pursuant  to  subsection  (a)  of  this  section  and 
duly  served  upon,  any  person,  any  district  court  of  the  United 

19  States  for  the  judicial  district  in  which  such  person  chargod 

20  with  contumacy  or  refusal  to  obey  is  found  or  rc3idc3  or  tran3- 
acts  business,  upon  application  by  the  Comptroller  General, 

OO  .... 

shall  havo  jurisdiction  to  issue  an  order  requiring  such  pcr- 
son  to  produce  the  books,  records,  documents,  or  other  in- 
^  formation  sought  by  the  subpona;  and  any  failure  to  obey 
^   such  order  of  the  court  may  bo  punished  by  the  court  as  a 
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1  contempt  thereof.  In  proceedings  brought  under  this  subsec- 

2  tion,  the  Comptroller  General  may  be  represented  by  at' 

3  tomcya  employed  in  the  General  Accounting  Office  or  by 

4  counsel  whom  he  may  employ  without  regard  to  the  provi 

5  3iona  of  title  5,  United  States  Code,  governing  appointments 

6  in  the  competitive  service,  and  the  provisions  of  chapter  51 

7  and  subchapters  ill  and  VI  of  chapter  53  of  such  title  rclat- 

8  ing  to  classification  and  Gonoral  Schedule  pay  rates. 

9  "  (o)  (1)  Except  as  provided  in  paragraph  (2),  any 

10  employee  or  officer  of  the  General  Accounting  Office  who- 

11  disclosos  a  personal  medical  record  (defined  in  paragraph 

12  (3)  )  to  any  person,  other  than  an  employee  or  officer  of 

13  such  Offico  whose  official  duties  require  disclosure  of  such 

14  information,  shall  bo  fined  not  more  than  $1,000  or  imp  rig- 

15  onod  for  not  moro  than  six  months,  or  both,  and  charged  the 

16  003 to  of  prosecution: 

17  "  (2)  An  employee  or  officor  of  the  General  Accounting 

18  Office  who  discloses  a  personal  medical  record  to  a  Federal 

19  or  State  agency  rocognizod  by  the  Secretary  a3  having  rcspon- 

20  sibility  for  identifying  and  investigating  cases  or  patterns 

21  of  fraud  or  abuse  shall  not  bo  subjoct  to  the  penalties  of  para- 

22  graph  ( 1 )  if  the  Comptroller  General  has  determined  before 

23  the  disclosure  of  such  record  that  the  rocord  reveals  evidence 

24  of  fraud  or  abuse 
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1  "  (3)  For  the  purposes  of  thi3  section,  the  term  'personal 

2  medical  record'  means  data  or  information — 

3  "  (A)  relating  to  the  medical  or  mental  condition 

4  or  treatment  of  any  individual; 

5  "(B)  aoquirod  by  any  employee  or  officer  of  the 

6  General  Accounting  Office  in  the  course  of  any  audit, 

7  investigation,  examination,  analysis,  review,  evaluation-, 

8  or  other  function  authorized  by  law  with  respect  to  any 

9  program  authorized  under  section  226,  titles  V,  XVIII, 

10  or  XIX,  or  part  B  of  thi3  title  of  this  Act;  and 

11  "  (C)  in  a  form  which  can  be  associated  with,  or 

12  otherwise  identify,  directly  or  indirectly,  the  individual 

13  described  in  subparagraph  (A) . 

14  "(d)  No  personal  medical  record  in  the  po33Cgsion  of 

15  the  General  Accounting  Office  shall  be  subject  to  subpena 

16  or  discovery  proceedings  in  a  civil  action/-. 

17  ausrENQioy  of  practitioners  convicted  of  medicare- 

18  OB  MEDICAID  BELATED  CRIMES 

19  Sec.  7.  (a)  Section  1862  of  the  Social  Security  Act 

20  is  amondod  by  adding  at  the  ond  thereof  the  following  new 

21  subscotion : 

22  "  (o)  (1) — Whonovor  the  Secretary  determines  that  a 

23  physician  or  other  individual  practitioner  has  been  convicted 

24  (on  or  after  the  date  of  the  onactmont  of  this  subsection,  or 

25  within  such  period  prior  to  that  date  as  the  Secretary  shall 
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1  .specify  in  regulations)  of  a  criminal  offon3o  related  to  ouoh 

2  physician's  or  practitioner's  involvement  in  the  program 

3  under  this  title  or  the  program  under  title  XIX,  the  Sccrc- 

4  tary  shall  suspend  such  physician  or  practitioner  from  par- 

5  ticipation  in  the  program  under  this  title  for  such  period 

6  as  he  may  doom  appropriate;  and  no  payment  may  be  made 

7  under  thi3  title  with  respect  to  any  item  or  service  fur- 

8  nished  by  ouch  physician  or  practitioner  during  the  period 

9  of  such  suspension.  The  provisions  of  paragraphs — (2)  and 

10  (3)  of  subsection  (d)  shall  apply  with  respect  to  dctcrmina- 

11  tions  made  by  tho  Socretary  under  this  subsection. 

12  "  (2)  In  any  case  where  tho  Secretary  under  paragraph 

13  (1)  suspends  any  physician  or  other  individual  practitioner 

14  from  participation  in  tho  program  under  this  title,  he  shall- — 

15  "  (A) — promptly  notify  each  single  State  agency 

16  which  administers  or  supervises  the  administration  of  a 

17  State  plan  approved  under  title  XIX  of  the  fact,  circum 

18  ctancos,  and  period  of  such  suspension ;  and 

19  "(B)  promptly  notify  the  appropriate  State  or  lo  ■ 

20  cal  agency  or  authority  having  responsibility  for  the 

21  licensing  or  certification  of  such  physician  or  practitioner 

22  of  the  tact  and  circumstances  of  such  suspension,  request 

23  feat-appropriate  investigations  be  made  and  sanctions 

24  invoked  in  accordance  with  applicable  State  law  and 

25  policy,  and  request  that  such  State  or  local  agency  or 
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^  authority  keep  the  Secretary  and  the  Inspector  General 

9  of  tho  Department  of  Health,  Education,  and  Wolfaro 

2  fully  and  currently  informed  with  rospoct  to  any  actions 

4  taken  in  rosponso  to  ouch  roquosk^. 

g  (b)  Section  1002  (a)  of  such  Act  (no  amended  by  ooc 

q    tiono  2(b)  and  3  (c)  of  this  Act)  is  amended — 

tj  f3r) — by  striking  out  "and"  at  the  end  of  para- 

8  graph  (37)  ; 

q  (2)  by  striking  out  the  poriod  at  tho  ond  of  para- 

2q  graph  (38)  and  insorting  in  liou  thoroof  ";  and";  and 

22  (3)  by  inserting  after  paragraph  (38)  the  follow 

-J2  ing  now  paragraph : 

^3  t4  (39)  provido  that,  subject  to  subsection  (g) ,  whon 

24  ever  the  single  Stato  agency  which  administers  or  super 

25  vises  tho  administration  of  a  Stato  plan  approved  under 
IQ  titlo  XIX  is  notified  by  tho  Secretary  under  section  1862 
Yi  (o)  (2)  (A)  that  a  physician  or  other  individual  prac 
33  titionor  has  boon  suspondod  from  participation  in  the 
29  program  under  title  XVIII,  the  agency  shall  promptly 
20  suspend  such  physician  or  practitioner  from  participa- 
22  tion  in  its  plan  under  this  title  for  not  loss  than  tho 

22  period  opocifiod  in  such  notice,  and  no  paymont  may  be 

23  made  under  its  plan  with  respect  to  anjr  items  or  sendee 

24  furnished  by  such  physician  or  practitioner  during  the 

25  poriod  of  the  suspension  under  this  title.". 
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1  (c)  Section  1902  of  such  Act  is  amended  by  adding 

2  after  subsection  (f)  the  following  now  subsection: 

3  "  (g)  Tho  Socrotary  may  waive  ouaponoion  under  sub 

4  section  (a)  (39)  of  a  physician's  or  practitioner's  partioi 

5  pation  in  a  Stato  plan  approved  under  this  title  and  of  tho 

6  prohibition  under  such  subsection  of  payment  for  items  or 

7  servicos  furnished  by  him  during  the  period  of  ouch  suspen 

8  sion,  if  the  single  Stato  agency  which  administers  or  super 

9  vises  the  administration  of  a  Stato  plan  approved  under  title 

10  XIX  such  plan  submits  a  request  to  tho  Secretary  for  such 

11  waiver  and  if  the  Secretary  approves  ouch  roquoot.". 

12  (d)  Section  332  (c)  of  the  Public  Health  Service  Act 

13  (relating  to  considerations  in  the  designation  of  health  man 

14  power  shortage  areas) — (as  added  by  section  107  of  the 

15  Health  Professions  Educational  Assistance  Act  of  1970)  is 

16  amended  by  inserting  after  paragraph  (2)  the  following  now 

17  paragraph: 

18  "  (3)  Tho  oxtont  to  which  individuals  who  are  (A) 

19  residents  of  tho  area,  members  of  tho  population  group, 

20  or  patients  in  tho  medical  facility  or  other  public  facility 

21  under  consideration  for  designation,  and — fB-) — entitled 

22  to  have  payment  mado  for  medical  servicos  under  title 

23  XVIII  or  XIX  of  the  Social  Security  Act,  cannot  ob 

24  tain  such  scrvioco  because  of  suspension  of  physicians 

25  from  tho  programs  under  ouoh  titles.". 
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1  (e)  (1)  Tho  amondmonto  made  by  thio  soction  shall  ap 

2  ply  with  rospoet  to  determinations  and  designations  mado  on 

3  and  after  tho  date  of  the  enactment  of  thio  Act. 

4  (2)  The  amendment  made  by  subsection  (b)  shall  bc- 

5  oomc  effective  on  October  1,  1977. 

6  DISCLOSURE   OF   PROVIDERS    OF    OWNERS   AND  CERTAIN 

OTHER  INDIVIDUALS  OONVIOTED  OF  CERTAIN  OFFENSES 

8  Sec.  8.  (a)  Part  A  of  title  XI  of  tho  Social  Security 

9  Act  ia  amended  by  inserting  after  soction  1125  (added  by 

10  acotion  6  of  thio  Aot)  tho  following  now  section: 

11  "-DISCLOSURE    BY  INSTITUTIONS, — ORGANIZATIONS, — A-N-B- 

12  AOENOIES  OF  OWNERS  AND  CERTAIN  OTHER  INDIVID- 

13  UALS  WHO  DAVE  BEEN — CONVICTED — OF — CERTAIN 
34  OFFENSES 

15  "Sec.  1126. — — Aa  a  condition  of  participation  in 

16  or  certification  or  rocortification  under  the  programs  catab 

17  fehcd  by  titles  XVIII,  XIX,  and  XX,  any  hospital,  nursing 

18  facility,  or  othor  institution,  organization,  or  agency  shall 

19  be  required  to  discloso  to  tho  Secretary  or  to  tho  appropriate 

20  gtatc  agcnoy  the  name  of  any  poroon  who — 

21  (({1)  has  a  diroot  or  indirect  ownorship  or  control 

22  interest  of  5  percent  or  moro  in  such  institution,  organi 

23  nation,  or  agency  or  is  an  officer,  director,  agont,  or 

24  managing  omployoo  (as  dofinod  in  subsection  (b)  )  of 

25  ouch  institution,  organization,  or  agency,  and 
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1  "(2)  has  been  convicted  (on  or  after  the  dato  of 

2  tho  enactment  of  thh  section,  or  within  ouch  period 

3  prior  to  that  date  as  the  Secretary  shall  specify  in  rcgula 

4  tions)  of  a  criminal  offense  related  to  the  involvement  of 

5  such  poroon  in  any  of  such  programs. 

6  The — Secretary — or  the — appropriate — State — agency — shall 

7  promptly  notify  tho  Inspoctor  Gonoral  in  tho  Department  of 

8  Health,  Education,  and  Welfare  of  the  receipt  from  any  in 

9  stitution,  organization,  or  agency  of  any  application  or  re 

10  quest  for  such  participation,  certification,  or  rcoortifioation 

11  which  discloses  tho  name  of  any  such  person,  and  shall  notify 

12  tho  Inspector  General  of  tho  action  taken  writh  respect  to  such 

13  application  or  request. 

14  "  (h)  For  tho  purposes  of  this  section,  the  term  'manage 

15  ing  employee'  means,  with  rcspoo't  to  an  institution,  organiza  ■ 

16  tion,  or  agency,  an  individual,  including  a  general  managor, 

17  business  manager,  administrator,  and  director,  who  exorcises 

18  operational  or  managerial  control  over  the  institution,  orga 

19  nization,  or  agency,  or  who  directly  or  indirectly  conducts 

20  tho  day-to  day  operations  of  tho  institution,  organization,  or 

21  ogonoy 

22  (b)  (1)  Section  1866(a)  of  such  Act  is  amendod  by 

23  adding  at  tho  ond  thereof  tho  following  now  paragraph : 

24  "(3)  The  Scorotary  may  rofuso  to  onter  into  or  renew 

25  an  agrocmont  under  this  section  with  a  provider  of  sorvicos 
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1  if  any  porson  who  has  a  direct  or  indirect  ownership  or  con 

2  trol  interest  of  5  percent  or  more  in  such  provider,  or  wrho 

3  is  an  officer,  director,  agent,  or  managing  employee  (a3  dc- 

4  fined  in  section  1126(h)) — of  such  provider,  is  a  person 

5  described  in  section  1126  (a) .".  * 

()  (2)  Section  1866(b)  (2)  of  3uch  Act  is  amended  by 

7  inserting  before  the  period  at  the  end  thereof  the  following: 

S  ",  or  (G)  that  such  provider  (at  the  time  tho  agroomcnt 

9  was  entered  into)  did  not  fully  and  accurately  mako  any 

10  disclosure  required  of  it  by  section  1126  (a)  ". 

11  (c)  Section  1903  of  such  Act  is  amondod  by  adding 

12  after  subsection  (m)  tho  following  now  subsection: 

13  "  (n)  Tho  State  agency  may  rofusc  to  entor  into  any  con 
M  tract  or  agreement  wTith  a  hospital,  nursing  homo,  or  other 

15  institution,  organization,  or  agonoy  for  purposes  of  partici 

16  pation  under  tho  State  plan,  or  otherwise  to  approve  an  in 

17  stitution,  organization,  or  agoncy  for  such  purposes,  if  any 

18  person  who  has  a  diroct  or  indirect  ownership  or  control 

19  intorost  of  5  porcont  or  moro  in  such  institution,  organization, 

20  or  agency,  or  who  is  an  officer,  director,  agent,  or  managing 

21  omployoo — (as  defined  in  section  1126(b)) — of  suoh  insti 

22  tution,  organization,  or  agoncy,  is  a  person  described  in  sec 
2 ! >  tion  1126  (a) — (whether  or  not  suoh  institution,  organization, 

24  or  agoncy  has  in  effect  an  agroomcnt  entered  into  with  tho 

25  Secretary  pursuant  to  section  1866  or  is  subject  to  a  3uspcn 
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1  sion  of  payment  order  issued  under  subsection  (j)  of  this 

2  soction)  ;  and,  notwithstanding  any  other  provision  of  this 

3  section,  tho  State  agency  may  terminate  any  ouch  contract, 

4  agroomont,  or  approval  if  it  determines  that  the  institution, 

5  organization,  or  agency  did  not  fully  and  accurately  make 

6  any  disclosure  required  of  it  by  section  1126  (a)  at  tho  time 

7  ouch  contract  or  agreement  was  entered  into  or  such  ap 

8  proval  wras  given.". 

9  (d)  Soction  2002  (a)  of  ouch  Aot  is  amended  by  adding 
10  at  tho  end  thereof  the  following  now  paragraph : 

H         "  (15)  Any  State  may  refuse  to  enter  into  a  contract  or 

12  other  arrangement  with  a  provider  of  services  for  purposes 

13  of  participation  under  the  program  established  by  this  title, 

14  or  otherwise  to  approve  a  provider  for  such  purposos,  if  any 

15  person  who  has  a  direct  or  indirect  ownorship  or  control 

16  interest  of  5  percent  or  more  in  such  provider,  or  who  is 

17  an  officor,  diroctor,  agent,  or  managing  employee  (as  defined 

18  in  section  1126  (b)  )  of  such  provider,  is  a  person  described 

19  in  soction  1126(a),  and  may  torminato  any  such  contract, 

20  arrangomont,  or  approval  if  it  determines  that  tho  provider 

21  did  not  fully  and  accurately  make  any  disoloouro  required 

22  of  it  by  soction  1126  (a)  at  the  timo  the  contract  or  arrange 

23  mont  was  ontered  into  or  tho  approval  was  given.". 

24  (o)  Tho  amendments  made  by  this  section  shall  apply 

25  with  respect  to  contracts,  agreements,  and  arrangements 
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1  entered  into  and  approvals  given  pursuant  to  applications]  or- 

2  requests  made  on  and  after  the  first  day  of  the  fourth  month 

3  beginning  after  the  date  of  the  enactment  of  this  Act. 

4  FEDERAL  ACCESS  TO  RECORDS 

5  Sec.  0.  Section  1902(a)  (27)  (B)  of  the  Social  Sccu 

6  rity  Act  is  amondod  by  inoorting  "or  the  Secretary"  aftor 

7  "State  agoney"  oach  placo  it  appoars. 

8  CLAIMS  PROCESSING  AND  INFORMATION  RETRIEVAL 

9  SYSTEMS  FOR  MEDICAID  PROGRAMS 

10         Sec.  10.  (a)  Section  1903(a)  (3)  (B)  of  the  Social 


11  Security  Act  is  amended  by  striking  out  "notice  to  each  in 

12  dividual  who  is  furnishod  services  covered  by  the  plan  of 

13  the  specific  sorvicos  so  covered"  and  inserting  in  liou  thoroof 

14  "notico  to  oach  individual  who  is  furnished  services  covered 

15  by  tho  plan,  or  to  oach  individual  in  a  sample  group  of 

16  individuals  who  aro  furnishod  such  services,  of  tho  specific 

17  services  (other  than  confidential  sorvicos)  so  covered". 

18  (b)  Tho  amondmont  mado  by  subsoction  (a)  shall  apply 

19  with  rospoct  to  calondar  quartors  boginning  aftor  tho  date 

20  of  tho  onactmont  of  this  Act. 

21  RESTRICTION  ON  FEDERAL  MEDICAID  PAYMENTS 

22  Sec.  11.  (a)  Soction  1903  of  tho  Social  Security  Act 

23  is  amended  by  adding  after-subseetien— add^d  -by-see- 

24  tion  8  (c)  of  this  Act)  the  following  now  subsection : 
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1  "  (o)  Notwithstanding  the  preceding  provisions  of  this 

2  section,  no  payment  shall  be  made  to  a  State  under  the  pre 

3  coding  provisions  of  this  section  for  expenditures  for  medical 

4  assistance  provided  for  an  individual  under  its  Stato  plan- 

5  approved  under  this  title  to  the  extent  that  a  private  insuror 

6  (as  defined  by  the  Secretary  by  regulation)  would  havo  boon 

7  obligated  to  provide  such  assistance  but  for  a  provision  of  its 

8  insuranco  contract  which  has  the  effect  of  limiting  or  cxclud 

9  ing  such  obligation  because  the  individual  is  eligible  for  or  is 

10  provided  medical  assistance  under  tho  plan.". 

11  (b)  Tho  amendment  made  by  subsection  (a)  shall  apply 

12  with  respoct  to  medical  assistance  providod  under  a  Stato- 

13  plan  approved  undor  title  XIX  of  the  Social  Security  Act, 

14  on  and  aftor  January  1,  1978. 

15  STUDY  AND  BEVIEW  OF  MEDICARE  CLAIMS  PROCESSING 

16  Sec.  12.  The  Comptroller  General  of  tho  Unitod  Statos 

17  shall  conduct  a  comprohonsivo  study  and  roviow  of  tho 

18  administrative  structure  ostablishod  for  tho  processing 

19  claims  under  title  XVIII  of  the  Social  Security  Act,  for 

20  the  purpose  of  determining  whothor  and  to  what  oxtont  more 

21  officiont  claims  administration  undor  such  titlo  could  bo- 

22  achieved — 

23  (1)  by  roducing  tho  numbor  of  participating  intor 

24  mcdiarics  and  carriers; 
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3  -(4^) — by  making  a  singlo  organization  rosponsiblo 

2  for  the  processing  of  claims,  under  both  part  A  and 

3  part  B  of  such  titlo,  in  a  particular  geographic  aroa; 

4  -f^) — by  providing  for  tbo  porformanoo  of  claims 

5  proooosing  functions  on  the  basis  of  a  prospective  fixed 
G  price ; 

7  (1)  Iry  providing  incentive  payments  for  the  most 

8  efficient  organizations;  or 

9  4^) — by  other  modifications  in  such  structuro  and 

10  rolatod  procedures. 

11  The  Comptroller  Gonoral  shall  submit  to  the  Congress  no 

12  later  than  July  1,  1979,  a  complete  report  setting  forth  the 

13  results  of  such  study  and  roviow,  together  with  his  findings 

14  and  his  recommendations  with  respect  thereto. 

15  ABOLITION  OF  PROGRAM  REVIEW  TEAMS  UNDER  MEDICARE 

16  Seo.  13.  (a)  Section  1862(d)  of  the  Social  Soourity 

17  Act  is  amondod  by  striking  out  paragraph  ( 1) . 

18  (b)(1)    Section   1862(d)  (1)(E)    of  such  Act  is 

19  amended  by  striking  out      with  the  concurrence  of  the  ap- 

20  propriato  program  review  team  appointed  pursuant  to  para 

21  graph  (1),". 

22  (2)  Section  1862(d)  (1)  (C)  of  such  Act  is  amended 

23  to  road  as  follows : 

24  "  (C)  has  furnished  services  or  supplies  which  aro 

25  determined  by  the  Secretary,  on  tho  basis  of  reports 
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1  transmitted  to  him  in  accordance  with  section  1157  of 

2  this  Act  (or,  in  the  absence  of  any  such  report,  on  tho 

3  basis  of  such  data  ao  be  aoquiroo  in  the  adminiotration 

4  of  tbo  program  under  this  title),  to  be  substantially  in 

5  oxcoss  of  tbo  noods  of  individuals  or  to  bo  of  a  quality 

6  which  fails  to  moot  professionally  recognized  standards 

7  of  hoalth  caro.". 

8  (3)  Clause  (F)  of  section  1866  (b)  (2)  of  such  Aot  is 

9  amondod  to  road  as  follows:  "(F)  that  such  provider  has 

10  furnished  services  or  supplies  wrhioh  arc  determined  by  the 

11  Soorotary  to  be  substantially  in  excess  of  tho  needs  of  individ 

12  uals  or  to  bo  of  a  quality  which  fails  to  moot  professionally 

13  recognized  standards  of  hoalth  caro". 

14  (d)  Section  1157  of  such  Act  is  amended  by  striking 

15  out  tho  last  sontonco. 

16  fe} — Tho  amendments  mado  by  this  section  shall  tako 

17  effect  on  the  date  of  tho  enaotmont  of  this  Act. 

18  AMENDMENTS  RELATING  TO  FISCAL  INTERMEDIARIES 

19  Sec.  14.  (a)  Section  1816  of  tho  Social  Security  Act 

20  ia  amended —  -  * 

21  f  fl-) — by  inserting  "  (and  to  providors  assigned  to 

22  ouch  agoncy  or  organization  under  subsection  (c)  )  -  in 

23  the  first  sontonco  of  subsection  (a)  aftor  "to  such  pro' 

24  vidcrs"  the  second  and  third  times  it  appears; 

25  (2)  by  amending  subsection  (b)  to  road  as  follows : 
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1  "(b)  Tho  Soorotary  shall  not  entor  into  or  ronow  an 

2  agroomont  with  any  agonoy  or  organization  undor  this  section 

3  unless — 

4  "(1)  he  finds— 

5  — after  applying  tho  'Standards,  criteria, 

6  and  procedures  developed  undor  subsection  (f ) ,  that 

7  to  do  so  is  consistent  with  tho  offectivo  and  ofnoiont 

8  administration  of  this  part,  and 

9  "  (B)  that  such  agonoy  or  organization  is  will 

10  ing  and  able  to  assist  tho  providers  to  wrhioh  pay 

11  mcnto  aro  made  through  it  undor  this  part  in  tho 

12  application  of  safeguards  against  unnecessary  utiliza 

13  tion  of  sorvicos  furnishod  by  thorn  to  individuals 

14  entitled  to  hospital  insurance  bonofits  under  soction 

15  226,  and  tho  agroomont  provides  for  such  assistance; 

16  n/nrl 

17  "  (2)  such  agonoy  or  organization  agrees — 

18  "  (A)  to  furnish  to  tho  Secretary  such  of  tho 

19  information  acquired  by  it  in  carrying  out  its  agrco 

20  mont  under  this  soction,  and 

21  "(B)  to  provide  tho  Socrotary  with  access  to 

22  all  such  data,  information,  and  claims  processing 

23  operations, 

24  as  tho  Socrotary  may  find  necessary  in  performing  his 

25  functions  undor  this  part." ; 
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1  (3)  by  inserting  "after  applying  the  standards,  cri 

2  teria,  and  procedures  developed  under  subsection  (£) 

3  and"  in  subsection — (c)  (2) — before  "after  reasonable 

4  notice" ; 

5  (d)  by  redesignating  subsections  (o) ,  (f ) ,  and  fg) 

6  as  subsections  (g) ,  (h) ,  and  (i) ,  respectively;  and 

7  (5)  by  inserting  after  subsection  (d)  the  following- 

8  now  subsections : 

9  "(c)  (1)  Notwithstanding  subsections  (a)  and  (d),thc 

10  Secretary,  after  taking  into  consideration  any  preferences  o£ 

11  providors  of  sorvicos,  may  assign  or  reassign  any  provider 

12  of  services  to  any  agency  or  organization  which  has  entered 

13  into  an  agroomont  with  him  under  this  section,  if  he  dctcr- 

14  mines,  after  applying  the  standards,  criteria,  and  procedures- 

15  developed  under  subsection — (f ) ,  that  such  assignment  -eg- 

16  roassignmont  would  result  in  the  more  effective  and  efficient 

17  administration  of  this  part. 

18  "(2)  Notwithstanding  subsections  (a) — and — (d),  the 

19  Secretary  may  dosignato  a  national  or  regional  agoncy-ef 

20  organization  which  has  entered  into  an  agreement— wife 

21  him  under  this  section  to  perform  functions  under  the  agree 

22  ment  writh  respect  to  a  class  of  providers  of  services  in 

23  the  Nation  or  rogion  (as  tho  case  may  bo) ,  if  he  determines, 

24  after  applying  tho  standards,  criteria,  and  procedures  de- 

25  v eloped  under  subsection  (f ) ,  that  such  designation  w^ould 
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1  result  in  more  effective  and  efficient  administration  of  this 

2  part. 

3  "  (3)  (A ) — Before  the  Secretary  makes  an  assignment 

4  or  reassignment  under  paragraph  (1)  of  a  provider  of  scrv- 

5  ices  to  other  than  the  agency  or  organization  nominated  by 
G  the  provider,  ho  shall  famish — (i) — the  provider  and  such 

7  agency  or  organization  with  a  full  explanation  of  the  reasons 

8  for  his  determination  as  to  tho  efficiency  and  offoctivonoss 

9  of  the  agency  or  organization  to  perform  the  functions  rc- 

10  quirod  under  this  part  with  respect  to  the  provider,  and  (ii) 

11  3uch  agonoy  or  organization  with  opportunity  for  a  hearings 

12  and  such  dotormination  shall  bo  subject  to  judicial  review 

13  in  accordance  with  chapter  7  of  title  5,  United  States  Code. 

14  "(B)  Before  the  Secretary  makes  a  designation  under 

15  paragraph  (2)  with  respect  to  a  olas3  of  providers  of  scrv- 
1G  ioos,  ho  shall  furnish  (i)  such  providers  and  the  agencies  and 

17  organizations  adversely  affected  by  such  designation  with 

18  a  full  explanation  of  the  reasons  for  his  determination  as 

19  to  tho  efficiency  and  effectiveness  of  such  agencies  and  or- 

20  ganizations  to  perform  the  functions  required  undor  this 

21  part  with  respect  to  such  providers,  and  (ii)  tho  agencies 

22  and  organizations  adversely  affected  by  such  designation  with 

23  opportunity  for  a  hearing,  and  such  determination  shall  be 
21  subject  to  judicial  review  in  accordance  with  chaptor  7  of 
25  title  5,  United  States  Code. 
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1  "  (f)  In  order  to  determine  whether  the  Secretary  should 

2  on  tor  into,  renew,  or  terminate  an  agreement  under  thi3 

3  section  with  an  agency  or  organization,  whether  the  Sccrc- 

4  tary  should  assign  or  reassign  a  provider  of  services  to  aH 

5  agency  or  organization,  and  whether  the  Secretary  should 

6  designate  an  agency  or  organization  to  perform  services  with 

7  rospoot  to  a  class  of  providers  of  services,  the  Secretary 

8  shall  develop  standards,  criteria,  and  procedures  to  cvalu- 

9  ate  such  agency's  or  organization's  (1)  overall  performance 

10  of  claims  processing  and  other  related  functions  required 

11  to  be  performed  by  such  an  agency  or  organization  under  an 

12  agreement  ontored  into  under  this  soction,  and  (2)  perform' 

13  ancc  of  such  functions  with  rospoct  to  specific  providers  of 

14  services.". 

15  (b)  The  Secretary  of  Hoalth,  Education,  and  Welfare 

16  shall  dovolop  the  standards,  criteria,  and  procedures  described 

17  in  subsoction  (f)  of  soction  1816  of  tho  Social  Security  Act 

18  (as  added  by  subsoction  (a)  (5)  )  not  lator  than  October  1, 

19  -Wftrr 

20  (c)  The  amendment  mado  by  paragraphs  (2)  and  (3) 

21  of  suboootion  (a)  to  tho  extent  that  thoy  requiro  application 

22  of  standards,  critoria,  and  procedures  developod  undor  section 

23  1816  (f)  of  tho  Social  Security  Act  shall  apply  to  tho  enter- 

24  jng  into,  renewal,  nr  tofliftatioB  nf  qnrrnnnnnnt,B  nn  nnd  nfoor 

25  October  1,  1978. 
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1  (d)  Except  as  provided  in  subsection  (c),  the  amend- 

2  mont  made  by  subsection  (a)  (2)  shall  apply  to  agreements 

3  entered  into  or  renewed  on  or  after  the  date  of  enactment  of 

4  thi3  Act: 

5  DISCLOSURE  DY  PROVIDER  3  OF  THE  HIRING  OF  CERTAIN 

6  FORMER  EMPLOYEES  OF  FISCAL  INTERMEDIARIES 

7  Sec.  15.  (a)  Section  18G6  (a)  (1)  of  the  Social  8e- 

8  amity  Act  is  amended — 

9  (1)  by  striking  out  the  period  at  the  end  of  3ub- 

10  paragraph  (C)  and  inserting  in  lieu  thereof  and"; 

11  and 

12  (2)  by  inserting  after  subparagraph  (C)  the  fol 

13  lowing  now  subparagraph : 

14  "(D)  to  promptly  notify  the  Secretary  of  its  cm 

15  ploy  men  t  of  an  individual  who,  at  any  time  during  the 

16  year  preceding  such  employment,  wra3  employed  in  a 

17  managerial,  accounting,  auditing,  or  similar  capacity 

18  (as  determined  by  the  Secretary  by  regulation)  by  an 

19  agency  or  organization  which  serves  a3  a  fiscal  inter 

20  mediary  or  carrier  (for  purposes  of  part  A  or  part  B, 

21  or  both,  of  this  title)  with  respect  to  the  provider.''-. 

22  (b)  The  amendments  made  by  subsection — (a)  shall 

23  apply  with  respect  to  agreements  entered  into  or  renewed  on 

24  and  after  the  date  of  onactmont  of  this  Act. 
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1  PAYMENT  FOR  DURABLE  MEDICAL  EQUIPMENT 

2  Sec.  16.  (a)  Section  1833  (f)  of  the  Social  Security 

3  Aot  io  amended  to  read  as  follows :- 

4  -  (f)  (1)  In  the  ca3c  of  durable  medical  equipment  to  bo 

5  furnished  an  individual  as  described  in  section  1861  (o)  (6) , 

6  the  Secretary  shall  determine,  on  the  basis  of  3uch  medical 

7  and  other  evidence  a3  he  finds  appropriate  (including  certifi- 

8  cation  by  the  attending  physician  with  respect  to  expected 

9  duration  of  need) ,  whether  the  expected  duration  of  thc- 

10  medical  need  for  the  equipment  warrants  a  presumption  that- 

11  purchase  of  the  equipment  would  be  less  costly  or  more 

12  practical  than  rental.  If  the  Secretary  determines  that  such 

13  a  prosumption  does  oxist,  he  shall  require  that  the  equipment 

14  be  purchased,  on  a  lease  purchase  basis  or  otherwise,  and- 

15  shall  mako  payment  in  aooordanoc  with  the  lease-purchase 

16  agreement  (or  in  a  lump  sum  amount  if  the  equipment  is 

17  purchased  othor  than  on  a  loaso  purchase  basis)  ;  except 

18  that  tho  Soorotary  may  authorize  the  rental  of  the  equipment 

19  notwithstanding  3uch  determination  if  ho  determines  that 

20  tho  purchase  of  tho  cquipmont  would  bo  inconsistent  with 

21  the  purpo3C3  of  this  titlo  or  would  croato  an  unduo  financial 

22  hardship  on  the  individual  who  will  use  it. 

23  "  (2)  With  respect  to  purchases  of  used  durable  medical 

24  equipment,  tho  Secretary  may  waivo  tho  20  percent  coinsur 

25  anoo  amount  applicable  under  subsection  (a)  whenever  the 
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1  purchaso  prico  of  the  used  equipment  is  at  least  25  percent 

2  less  than  the  reasonable  charge  for  comparable  new  equip- 

3  mont. 

4  "(3)  For  purposes  of  paragraph — ( 1 ) ,  the  Socrotary 

5  -may,  pursuant  to  agreements  made  with  suppliers  of  dura 
q  blc  medical  equipment,  establish  reimbursement  procedures 

7  which  he  finds  to  be  equitable,  economical,  and  feasible. 

8  "  (4)  The  Secretary  shall  encourage  suppliers  of  durable 

9  medical  equipment  to  make  their  equipment  available  to  indi 

10  viduals  entitled  to  benefits  under  this  title  on  a  lease  pur 

11  chase  basis  whonovor  possible". 

12  fh) — The  amendment  made  by  subsection — (a) — shaU 

13  apply  with  respect  to  durable  medical  equipment  purchased 

14  or  rontod  on  or  after  October  1,  1077. 

15  FUNDING  OF  STATE  MEDICAID  FRAUD  CONTRO^-g^fTS 

16  Sec.  17.  (a)  Section  1903(a)  of  the  Social  Security 

17  Act  (as  amended  by  section  2  (b)  (2)  of  this  Act)  is  amended 

18  by  redesignating  paragraph  (7)  ha  paragraph  (8)  and  by 

19  inserting  after  paragraph  (6)  the  following  new  paragraph--: 

20  "  (7)  subject  to  subsection  (b)  (3) ,  an  amount  equal 

21  to  90  per  centum  of  the  sums  expended  during  each 

22  quarter  beginning  on  or  after  October  1,  1977,  and  end- 

23  ing  before  Octobor  1,  1980,  with  rospoct  to  costs  incurred 

24  during  such  quarter  (as  found  necessary  by  the  Score- 

25  tary  for  the  elimination  of  fraud  in  the  provision  and 
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j  administration  of  medical  assistance  provided  under  the 

2  State  plan)  which  arc  attributable  to  establishment  and 

g  operation  of  (including  the  training  of  personnel  cm 

4  ployed  by) — a  State  medicaid  fraud  control  unit — fde- 

5  soribod  in  subsection  (p)  )  ;  plus". 

6  (b)  Section  1903  (b)  of  such  Act  is  amended  by  insert 

7  ing  after  paragraph  (2)  the  following  new  paragraph: 

8  "~f&) — The  amount  of  funds  which  the  Secretary  is 

9  otherwise  obligated  to  pay  a  State  during  a  quarter  under 

10  subsection  (a)  (7)  may  not  exceed  the  higher  of — 

11  "(A)  $125,0QQ,or 

12  "  (B) — one  quarter  of  1  por  centum  of  the  sums 

13  expended  by  tho  Fcdoral,  Stato,  and  local  governments 

14  during  the  previous  quarter  in  carrying  out  tho  State's 

15  plan  under  this  title.". 

16  (c)  Section  1903  of  such  Act  is  further  amended  by 

17  inserting  after  subsection  (o) — (added  by  section  11  (a)  of 

18  this  Act)  tho  following  new  subsoction: 

19  "(p)  For  tho  purposes  of  this  section,  the  term  'State 

20  medicaid  fraud  control  unit'  means  a  single  identifiable  entity 

21  of  the  Stato  government  which  the  Secretary  certifios  (and 

22  annually  recertifies)  as  meeting  the  following  requirements: 

23  "  (i)  The  entity  either  (A)  is  a  unit  of  the  office 

24  of  the  State  Attorney  General  or  of  anothor  department 

25  of  State  government  which  possesses  statewido  authority 
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1  to  prosecute  individuals  for  criminal  violations,  or  (B) 

2  i3  in  a  State  the  constitution  of  which  does  not  provide 

3  for  the  criminal  prosecution  of  individuals  by  a  state- 

4  wide  authority  and  ha3  formal  procedures,  approved  by 

5  the  Secretary,  which  (i)  assure  its  referral  of  suspected 

6  criminal  violations  relating  to  the  program  under  this 

7  title  to  the  appropriate  authority  or  authorities  in  the 

8  State  for  prosecution  and  (ii)  assure  ita  assistance  of, 

9  and  coordination  with,  such  authority  or  authorities  in 

10  such  prosecutions. 

11  "(2)  The  entity  is  separate  and  distinct  from  the 

12  single  State  agency  that  administers  or  supervises  the 

13  administration  of  the  State  plan  under  this  titlo. 

14  -  (3)  The  entity's  function  is  conducting  a  statewide 

15  program  for  the  investigation  and  prosecution  of  viola- 

16  tions  of  all  applicable  State  lawTs  regarding  any  and  all 

17  aspects  of  fraud  in  connection  with  any  -aspect  of  the 

18  provision  of  medical  assistance  and  the  activities  of  pro- 

19  vidors  of  such  assistance  under  the  State  plan  under  this 

20  title, 

21  "  (4)  The  entity  has  procedures  for  reviewing  com- 

22  plaints  of  the  abuse  and  neglect  of  patients  of-health-eare- 

23  facilities  which  roocivo  payments  under  the  State  plan 

24  under  this  title,  and,  whore  appropriate,  for  acting  upon 
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1  such  complainta  under  the  criminal  law3  of  the  State -or 

2  for  referring  them  to  other  State  agencies  for  action. 

3  'H£-) — The  entity  providca  for  the  collection,  or 

4  referral  for  collection  to  a  single  State  agenoyy-o^over- 

5  payments  made  under  the  State  plan  to  health  care 

6  facilities  and  discovered  by  the  entity  in  carrying  oat 

7  its  activities. 

8  "(6)  The  entity  employs  such  auditors,  attorneys-, 

9  investigators, — and  other  necessary  personnel  and  -is 

10  organized  in  3uch  a  manner  as  is  nocossary  to  promote 

11  the  effective  and  efficient  conduct  of  the  entity's  activities. 

12  'H^~) — The  entity  submits  to  the  Secretary  an-  ap- 

13  plication  and  annual  reports  containing  such  informa- 

14  tion  as  the  Secretary  determines,  by  regulation,  to-  be 

15  nocc33ary  to  determine  whether  the  entity  meets  the 

16  other  requirements  of  this  sub  section  A 

17  (d)  (1)  The  amendment  mado  by  subsection  (a)  shall 

18  apply  with  respect  to  calondar  quarters  beginning  after 

20  (2)  The  Secretary  of  Health,  Education,  and  Welfare 

21  shall  establish  such  regulations,  not  later  than  ninety  days 

22  after  the  date  of  enactment  of  this  Act,  as  arc  necessary 

23  to  carry  out  tho  amendments  mado  by  this  soction. 
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1  REPORT  ON  HOME  HEALTH  AND  OTHER  IN-HOME  0ERVICE13 

2  Seo.  18.  (a)  Not  later  than  one  year  after  the  date  of 

3  enactment  of  this  Act,  the  Secretary  of  Health,  Education, 

4  and  Welfare  shall  submit  to  the  appropriate  committees  of 

5  the  Congress  a  report  analyzing,  evaluating,  and  making 

6  recommendations  with  respect  to,  all  a3pect3  (including  the 

7  availability,  administration,  provision,  reimbursement  pro- 

8  ccdure3,  and  cost)  of  the  delivery  of  home  health  and  other 

9  in-home  3crvicc3  authorized  to  be  provided  under  titles 

10  XVIII,  XIX,  and  XX  of  the  Social  Security  Act. 

11  -(-&) — Such  report  shall  include  an  evaluation  of  the 

12  coordination  of  3uch  3crvicc3  provided  under  the  different 

13  titles,  and  shall  also  include  recommendations  for  changes  in 

14  regulations  and  legislation  with  respect  to — 

15  (1)  the  scope  and  definition  of  3uch  3crvicc3  pro 
^  vided  under  suoh  titles; 

17  (2)  the  requirements  for  an  individual  to  be  eligible 

18  to  receive  3uoh  ocrvices  under  such  titles; 

19  (Z) — the  standards  for  certification  of  providers 

20  of  3uch  services  under  3uch  titles  and — (as  appro- 

21  priatc) — the   uniformity   of   such   standards   for  the 

22  programs  under  the  different  titles; 

23  (4)  procedures  for  control  of  utilization  and  a3sur 
2^  ancc  of  quality  of  such  services  under  such  titles,  includ 
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1  ing  (as  appropriate)  the  licensing  and  accreditation  of 

2  agencies  providing  Guoh  services,  a  certification  of  need 

3  program  with  respect  to  the  offering  of  such  services, 

4  and  the  development  and  use  of  norma  and  standards 

5  for  review  of  the  utilization  and  quality  of  such  services; 

6  — methods  of  reimbursement  for  such  services, 

7  including  (A)  methods  of  comparing  costs  incurred  by 

8  providers  of  such  services  in  order  to  determine  the 

9  reasonableness  of  such  costs  and — (4^*4 — methods  which 

10  provide  for  more  uniform  reimbursement  procedures 

11  under  titles  XVIII  and  XIX  of  the  Social  Security  Act ; 

12  -ftnd- 

13  f&) — the  prevention  of  fraud  and  abuse  in  the  de- 

14  livery  of  such  services  under  such  titles, 

15  the  reasons  for  such  recommendations,  an  analysis  of  the 

16  impact  of  implementing  suoh  recommendations  on  the  cost  of 
1?  such  services  and  the  demand  for  such  services,  and  the 

18  methods  of  financing  any  reoommended  increased  provision 

19  of  such  services  under  such  titles. 

20  (c)  In  developing  the  report  the  Secretary  shall  consult 

21  wkh — professional — organizations, — experts, — and — individual 

22  health  professionals  in  the  field  of  home  health  and  other 

23  in  home  services  and  with  providers,  private  insurers,  and 

24  consumers  of  such  services. 
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1  ESTABLISHMENT   OF  UNIFORM  REPORTING  SYSTEMS  FOR 

2  DIFFERENT  TYPES  OF  HEALTH  SERVICES  FACILITIES 

3  AND   ORGANIZATIONS;   MAKING   OF   RErORTS  UNDER 

4  MEDICARE  AND  MEDICAID  PROGRAMS  IN  ACCORD ANCE- 

5  WITH  SUOn  SYBTEM3 

G  Sec.  19.  (a)  Part  A  of  title  XI  of  this  Social  Security 

7  Act  is  amended  by  inserting  after  section  1120  the  following 

9  "UNIFORM   REPORTING   SYSTEMS  FOR  HEALTH  SERVICES 

10  FACILITIES  AND  ORGANIZATIONS 

11  -Sec.  1121. — (a)  For  the  purposes  of  reporting  tlic 

12  cost  of  sorvicos  providod  by,  of  planning,  and  of  measuring 

13  and  comparing  the  efficiency  of  and  effective  use  of  3crviccs 

14  in,  hospitals, — skilled  nursing  facilities,  intermediate  care 

15  facilities,  home  health  agencies,  health  maintenance  organi- 

16  zations,  and  other  types  of  health  services  facilities  and  or 

17  ganizations  to  which  payniont  may  be  made  under  this  Act, 

18  the  Secretary  shall  establish  by  regulation,  for  each  such 

19  typo  of  health  services  facility  or  organization,  a  uniform 

20  ay  atom  for  the  reporting  by  a  facility  or  organization  of 

21  that  typo  of  tho  following  inf ormation : 

22  "  ( 1 )  Tho  aggregate  cost  of  operation  and  tho  ag- 

23  grogato  volumo  of  sorvicos. 

24  "  (2)  Tho  costs  and  volumo  of  services  for  various 

25  functional  accounts  and  subaccounts. 
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1  -  (3) — Eatos  by  category  of  patient  and  class  of 

2  purchaser. 

3  "  (1) — Capital  assots,  as  defined  by  the  Secretary, 

4  including  (as  appropriate) — capital  funds,  debt  servicer 

5  lease  agreements  used  in  lieu  of  capital  funds,  and  the 

6  value  of  land,  facilities,  and  equipment. 

7  "  (5)  Discharge  and  bill  datar 


8  The  uniform  reporting  system  for  a  typo  of  health  services 

9  facility  or  organization  shall  provide  for  appropriate  vari- 

10  ation  in  the  application  of  the  systom  to  different  classes  of 

11  facilities  or  organizations  within  that  typo  and  shall  be  cs 

12  tablished,  to  the  extent  practicable,  consistent  with  the  co- 

13  operative  system  for  producing  comparable  and  uniform 

14  health  information  and  statistics  described  in  section  306  (c) 

15  ( 1 )  of  tho  Public  Health  Service  Act. 


16  ■"  (b)  The  Secretary  shall — 

17  "(1)  monitor  tho  operation  of  the  systems- estab- 

18  lishcd  under  subsection  (a)  ; 

19  "(2)  assist  with  and  support  demonstrations-  and 

20  evaluations  of  the  effectiveness  and  cost  of  tho  operation 

21  of  such  systems  and  encourage  State  adoption  of  such 

23  "(3)  periodically  roviso  such  systems  to  improvo 

24  -thoir  effectiveness  and  diminish  their  cost. 

25  "(c)  The  Secretary  shall  provide  intonation-  obtained- 
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1  through  use  of  tbo  uniform  reporting  system  described  in 

2  subsection  (a)  in  a  useful  manner  and  format  to  appropriate 

3  agcncios  and  organizations,  including  health  systems  agcncios 

4  (designated  under  section  1515  of  the  Public  Health  Service 

5  Act)  and  State  health  planning  and  development  agencies 

6  (designated  under  section  1521  of  such  Act),  as  may  be 

7  -necessary  to  carry  out  such  agencies'  and  organizations' 

8  functions/'. 

9  (b)  (1)  Section  1861  (v)  (1)  of  the  Social  Security  Act 

10  is  amended  by  adding  after  subparagraph  (E)  4hc  following 

11  new  st 

12  "(F)  Such  regulations  shall  require  each  provider  of 

13  ser-vices  (^ther-than-a  fundf-4e-4nake-} 

14  of  information  described  in  section  ll^l-faf 

15  with  the- uniform  reporting  system  (established  under  such 

16  section)  for  that  typo  of  provider/'. 

17  (2)  Section  1902  (a)  of  such  Act  (as  amended~by  sec- 

18  tions  2(b),  3(c),  and  7(b)  ^of  this  Act)  is  amended— 

19  (A)  by  striking  out  "and"  at  tho  end  of  paragraph 
20 

21  (B)  by  striking  out  tho  period  at  the  end  of  para- 

22  graph  (39)  and  inserting  in  lieu  thereof  ";  and";  and 

23  (C)  by  inserting  after  paragraph  (39)  tho  follow- 

24  ing  new  paragraph: 

25  "  (40)  require  each  health  services  facility  or  orga- 
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1  nization  which  receives  payments  under  the  plan  and 

2  of  a  type  for  which  a  uniform  reporting  system  has  been 

3  -established  under  section  1121(a)  to  make  reports  to 

4  tho  Secretary  of  information  doscribod  in  such  section 

5  in  accordance  with  the  uniform  reporting  system  (ostab 

6  lishod  under  such  section) — for  that  typo  of  facility 

7  or  organization.". 

8  (c)  (1)  The  Secretary  of  Health,  Education,  and  Wcl- 

9  fare  shall  establish  the  systems  described  in  section  1121  (a) 
10  of  tho  Social  Security  Act  (added  by  subsection  (a)  of  this 
H  section)  only  aftor  consultation  with  intorostod  partios  and — 
I-5  -fA) — for  hospitals,  skilled  nursing  facilities,  and 
13  intermediate  care  facilities,  not  later  than  the  end  of  the 
-j^  one-year  period,  and 

~g  (E)  for  other  types  of  health  services  facilities  and 
organizations,  not  later  than  the  end  of  the  two-year 

17  poriod, 

18  beginning  on  tho  dato  of  enactment  of  this  Act. 

19  -(2)  (A)  Tho-amendmen-ts-made  by-subsection  (b)  shall 

20  apply,  with  respect  to  operations  of  a  hospital,  skilled  nura 

21  ing  facility,  or  intermediate  care  facility,  on  and  after  the 

22  first  day  of  its  first  fiscal  year  which-he gins  after  the  end  of 

23  the  six-month  period  beginning  on  the  date  a  uniform  report 

24  ing  system  is  pq^MigTipfl  (under  section  1121  (a)  of  the  So- 

25  cial  Security  Act)  for  that  type  of  health  scrvicoo  facility. 


74 

1  -fB-) — The  amendments  made  by  subsection — fh) — stall 

2  apply,  with  respect  to  the  operation  of  a  health  services  facil- 

3  ity  or  organization  which  is  neither  a  hospital,  a  skilled  nurs- 

4  ing  facility,  nor  an  intermediate  care  facility,  on  and  after  the 

5  first  day  of  its  first  fiscal  year  which  begins  after  such  date 

6  as  the  Secretary  of  Health,  Education,  and  Welfare  deter 

7  mines  to  be  appropriate  for  the  implementation  of  the  report- 

8  ing  requirement  for  that  type  of  facility  or  organization. 

9  (C)  except  as  provided  in  subparagraphs  (A)  and  (B), 

10  -the  amendments  made  by  subsection  (b)  (2) — shall  apply, 

11  with  respect  to  State  plans  approved  under  title  XIX  of  the 

12  Social  Security  Act,  on  and  after  October  1,  1977. 

13  DELAY  IN,  AND  WAIVER  OF,  IMPOSITION  OF  REDUCTION 

14  -OF  FEDERAL  MEDICAL — ASSISTANCE  PERCENTAGE 

15  DUE  TO  A  STATE'S  FAILURE  TO  HAVE  AN  EFFECTIVE 

16  MEDICAID  UTILIZATION  CONTROL  PROGRAM 

17  Sec.  20.  (a)  Section  1903  (g)  of  tho  Social  Security 

18  Act  is  amended — 

19  (1)  by  striking  out  "With  respect  to"  in  the  first 

20  scntcnco  of  paragraph  ( 1 )  and  inserting  in  lieu  thereof 

21  "Subjoct  to  paragraph  (3),  with  rospoct  to"; 

22  (2)  by  inserting  "timely"  in  paragraph  (2)  before 

23  "sample  onsite  surveys";  and 

24  (3)  by  adding  after  paragraph  (2)  the  following 

25  -i^w-paragraphs ; 
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1  "  (3)  (A)  No  doorcaGO  in  the  Federal  medical  assistance 

2  porcontago  of  a  State  otherwise  required  to  be  imposed  under 

3  this  gubscction  shall  take  effect — 

4  "  (i)  before  January  1,  1978; 

5  -  (ii)  unless  a  notice  of  such  decrease  has  been  pro- 

6  vidod  to  the  State  at  least  30  days  before  the  date  such 

7  docroaso  takes  effect ;  or 

8  "  (m)  due  to  the  State's  unsatisfactory  or  invalid 

9  ohowing  made  with  respect  to  a  calendar  quarter  begin 

10  ning  after  September  30,  1977,  unless  notice  of  3uch 

11  decrease  has  been  provided  to  the  State  no  later  than 

12  the  first  day  of  the  fourth  calendar  quarter  following 

13  tho  calendar  quarter  with  respect  to  wrhich  such  showr 

14  ing  was  made. 

15  "(B)  The  Secretary  shall  waive  application  of  all  or 

16  -p&ft — (as  is  appropriate) — of  any  decrease  in  the  Federal 

17  medical  assistance  percentage  of  a  State  otherwise  required 

18  to  bo  imposed  undor  paragraph  (1)  because  a  showing  by 

19  the  State,  made  under  such  paragraph  with  respect  to  a 

20  calendar  quarter  ending  before  Octobor  1,  1977,  is  deter 

21  mined  to  be  either  unsatisfactory  under  such  paragraph  or 

22  invalid  under  paragraph  (2),  if  tho  Socretary  determines 

23  that  the  Stato's  showing  made  under  paragraph  (1)  with 

24  respect  to  the  calendar  quarter  ending  on  December  31, 
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1  1977,  is  satisfactory  under  such  paragraph  and  is  valid  under 

3  "  (1)  (A)  The  Secretary  may  not  find  the  showing  of  a 

4  -State,  with  respect  to  a  calendar  quarter  under  paragraph 

5  (1),  to  he  satisfactory  if  the  showing  is-mtbmittedr-to  the 

6  Secretary  later  than  the  80th  day  after  the  last  day  of  the 

7  calendar  quarter,  unless  the  State  demonstrates  to  the  satis- 

8  faction  of  the  Secretary  good  cause  for  not  meeting  such 

9  deadline. 

10  "-(B)  The  Secretary  shall  find  a  showing  of  a  State,  with 

11  roapoot  to  a  calendar  quarter  under  paragraph  ( 1 ) ,  to  he 

12  satisfactory  under  such  paragraph  with  respect  to  the  re- 

13  {Riirement  that  tho  Stato  conduct  annual  on-site  inspections 

14  -in-  mental  hospitals,  skilled  nursing  facilities,  and  intcr- 

15  mediate  care  facilities  under  paragraphs  (26)  and  (31)  of 

16  soction  1902  (a) ,  if  the  showing  demonstrates  that  the  State 

17  has  conducted  such  an  on  site  inspection  during  the  42- 

18  month  period  ending  on  the  last  date  of  the  calendar 

19  -quarter — 

20  "  (i)  in  each  of  not  loss  than  98  per  centum  of  the 

21  munber  of  such  hospitals  and  facilities  requiring  such 
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1  "(ii)  in  every  such  hospital  or  facility  which  has 

2  200  or  more  hods, 

3  and  that,  with  respect  to  such  hospitals  and  facilities  not 

4  inspected  writhin  such  period,  the  State  has  exercised  good 

5  faith  and  due — diligence  in  attempting  to  conduet — such 

6  inspections. 

7  "(5)  The  Sccrctaiy  3hall  3ubmit  to  Congress,  not  later 

8  than  60  days  after  the  end  of  each  calendar  quarter,  a  report 

9  -OB — 

10  "(A)  his  determination  as  to  whether  or  not  each 

11  showing,  ma  do  under  paragraph — (1)  by  a  State  with 

12  respect  to  the  calendar  quarter,  has  been  found  to  bo 

13  satisfactory  undor  such  paragraph ; 

14  "  (E)  his  roviow  (through  onsito  surveys  and  other- 

15  wise)  undor  paragraph  (2)  of  the  validity  of  showings 

16  previously  submitted  by  a  State ;  and 

IT  "  (C)  any  reduction  in  the  Fodoral  medical  assist- 

18  anoo  percentage  ho  has  imposed  on  a  State  because  of 

19  its  submittal  undor  paragraph  (1)  of  an  unsatisfactory 

20  or  invalid  showing.". 

21  -(h) — The  amendments  made  by  subsection — (&) — shall 

22  become  effective  on  June  80,  1977,  and  the  Secretary  of 
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1  Health,  Education,  and  Welfare  shall  promptly  adjust  pa}' 

2  rnent.g  made  to  States  under  section  1903  of  the  Social  Scou 

3  rity  Act  to  reflect  the  changes  made  by  such  amendmcntr*. 

4  SHORT  TITLE 

5  Section  1.  This  Act  may  be  cited  as  the  "Medicare- 

6  Medicaid  Anti-Fraud  and  Abuse  Amendments  of  1977" . 

7  PROHIBITION  AGAINST  ASSIGNMENT  BY  PHYSICIANS  AND 

8  OTHERS  OF  CLAIMS  FOR  SERVICES;  CLAIMS  PAYMENT 

9  PROCEDURES  FOR  MEDICAID  PROGRAM 

10  SEC.  2.  (a)(1)  Section  1842(b)  (5)  of  the  Social  Secu- 

11  rity  Act  is  amended  by  adding  at  the  end  thereof  the  following 

12  new  sentence:  "No  payment  which  under  the  preceding 
13 

sentence  may  be  made  directly  to  the  physician  or  other 

14  person  providing  the  service  involved  ( pursuant  to  an  assign- 

15  ment  described  in  subparagraph  (B)  (ii)  of  paragraph  (3) ) 

16  shall  be  made  to  anyone  else  under  a  reassignment  or  power 

17  of  attorney  (except  to  an  employer  or  facility  as  described 

18  in  clause  (A)  or  (B)  of  such  sentence);  but  nothing  in 

19  this  subsection  shall  be  construed  (i)  to  prevent  the  making 

20  of  such  a  payment  in  accordance  with  an  assignment  from 
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1  the  individual  to  whom  the  service  was  provided  or  a  reas- 

2  signment  from  the  physician  or  other  person  providing  such 

3  service  if  such  assignment  or  reassignment  is  made  to  a  gov- 

4  ernmental  agency  or  entity  or  is  established  by  or  pursuant 

5  to  the  order  of  a  court  of  competent  jurisdiction,  or  (ii)  to 

6  preclude  an  agent  of  the  physician  or  other  person  provid- 

7  ing  the  service  from  receiving  any  such  payment  if  (but 

8  only  if)  such  agent  does  so  pursuant  to  an  agency  agree- 

9  merit  under  which  the  compensation  to  be  paid  to  the  agent 

10  for  his  services  for  or  in  connection  with  the  billing  or 

11  collection  of  payments  due  such  physician  or  other  person 

12  under  this  title  is  unrelated  (directly  or  indirectly)  to  the 

13  amount  of  such  payments  or  the  billings  therefor,  and  is  not 

14  dependent  upon  the  actual  collection  of  any  such  payment." . 

15  (2)  Section  1815  of  such  Act  is  amended  by  adding 

16  at  the  end  thereof  the  following  new  subsection: 

17  "(c)  No  payment  which  may  be  made  to  a  provider 

18  of  services  under  this  title  for  any  service  furnished  to  an 

19  individual  shall  be  made  to  any  other  person  under  an 

20  assignment  or  power  of  attorney;  but  nothing  in  this  sub- 
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1  section  shall  be  construed  (1)  to  prevent  the  making  of 

2  such  a  payment  in  accordance  with  an  assignment  from 

3  the  provider  if  such  assignment  is  made  to  a  governmental 

4  agency  or  entity  or  is  established  by  or  pursuant  to  the  order 

5  of  a  court  of  competent  jurisdiction,  or  (2)  to  preclude  an 

6  agent  of  the  provider  of  services  from  receiving  any  such 

7  payment  if  (but  only  if)  such  agent  does  so  pursuant  to  an 

8  agency  agreement  under  which  the  compensation  to  be  paid 

9  to  the  agent  for  his  services  for  or  in  connection  with  the 

10  billing  or  collection  of  payments  due  such  provider  under 

11  this  title  is  unrelated  (directly  or  indirectly)  to  the  amount 

12  of  such  payments  or  the  billings  therefor,  and  is  not  depend- 

13  ent  upon  the  actual  collection  of  any  such  payment.". 

14  (3)  Section  1902(a)  (32)  of  such  Act  is  amended  to 

1 5  read  as  follows : 

16  11  (32)  provide  that  no  payment  under  the  plan  for 
IV  any  care  or  service  provided  to  an  individual  shall  be 

18  made  to  anyone  other  than  such  individual  or  the  person 

19  or  institution  providing  such  care  or  service,  under  an 

20  assignment  or  power  of  attorney  or  otherwise;  except 

21  that— 

22  "(A)  in  the  case  of  any  care  or  service  pro- 

23  vided  by  a  physician,  dentist,  or  other  individual 

24  practitioner,  such  payment  may  be  made  (i)  to  the 

25  employer  of  such  physician,  dentist,  or  other  prac- 
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1  titioner  if  such  physician,  dentist,  or  practitioner  is 

2  required  as  a  condition  of  his  employment  to  turn 

3  over  his  fee  for  such  care  or  service  to  his  employer, 

4  or  ( ii)  ( where  the  care  or  service  was  provided  in  a 

5  hospital,  clinic,  or  other  facility)  to  the  facility  in 

6  which  the  care  or  service  was  provided  if  there  is  a 

7  contractual  arrangement  between  such  physician, 

8  dentist,  or  practitioner  and  such  facility  under  which 

9  such  facility  submits  the  bill  for  such  care  or  service; 

10  and 

11  "(B)  nothing  in  this  paragraph  shall  be  con- 

12  strued  (i)  to  prevent  the  making  of  such  a  payment 

13  in  accordance  with  an  assignment  from  the  person 

14  or  institution  providing  the  care  or  service  involved 

15  if  such  assignment  is  made  to  a  governmental 

16  agency  or  entity  or  is  established  by  or  pursuant 

17  to  the  order  of  a  court  of  competent  jurisdiction, 

18  or  (ii)  to  preclude  an  agent  of  such  person  or 

19  institution  from  receiving  any  such  payment  if 

20  (but  only  if)  such  agent  does  so  pursuant  to  an 

21  agency  agreement  under  which  the  compensation  to 

22  be  paid  to  the  agent  for  his  services  for  or  in  con- 

23  nection  with  the  billing  or  collection  of  payments 

24  due  such  person  or  institution  under  the  plan  is 

25  unrelated  (directly  or  indirectly)  to  the  amount  of 
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1  such  payments  or  the  billings  therefor,  and  is  not 

2  dependent  upon  the  actual  collection  of  any  such 

3  payment;". 

4  (4)  The  amendments  made  by  this  subsection  shall  apply 

5  with  respect  to  care  and  services  furnished  on  or  after  the 

6  date  of  the  enactment  of  this  Act. 

7  (b)(1)  Section  1902(a)  of  the  Social  Security  Act  is 

8  amended — 

(A)  by  striking  out  "and"  at  the  end  of  para- 

10  graph  (35); 

11  (B)  by  striking  out  the  period  at  the  end  of  para- 

12  graph  (36)  and  inserting  in  lieu  thereof  ";  and" ; 

13  (C)   by  inserting  immediately  after  paragraph 

14  (36)  the  following  new  paragraph: 

15  "(37)   provide  for  claims  payment  procedures 

16  which  (A)  ensure  that  95  per  centum  of  claims  for 

17  payment  made  for  services  covered  under  the  plan 

18  and  furnished  by  health  care  practitioners  through  in- 

19  dividual  or  group  practices  or  through  shared  health 

20  facilities  are  paid  within  30  days  of  the  date  of  re- 

21  ceipt  of  such  claims  and  that  99  per  centum  of  such 

22  claims  are  paid  within  90  days  of  the  date  of  receipt 

23  of  such  claims,  and  (B)  provide  for  procedures  of 

24  prepayment  and  postpayment  claims  review,  including 

25  review  of  appropriate  data  with  respect  to  the  re- 
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1  cipient  and  provider  of  a  service  and  the  nature  of 

2  the  service  for  which  payment  is  claimed,  to  ensure 

3  the  proper  and,  efficient  payment  of  claims  and  man- 

4  agcment  of  the  program  .";  and 

5  (D)  by  inserting  at  the  end  thereof  the  following 

6  paragraph: 

7  "The  requirement  of  clause  (A)  of  paragraph  (37)  with 

8  respect  to  a  State  plan  may  be  waived  by  the  Secretary  if 

9  he  finds  that  the  State  has  exercised  good  faith  in  trying 

10  to  meet  such  requirement!'. 

11  (2)   The  amendments  made  by  paragraph  (1)  shall 

12  apply  to  calendar  quarters  beginning  on  and  after  July  1, 

13  1978,  with  respect  to  State  plans  approved  under  title  XIX  of 

14  the  Social  Security  Act. 

15  DISCLOSURE  OF  OWNERSHIP  AND  RELATED  INFORMATION 

16  Sec.  3.  (a)(1)  Part  A  of  title  XI  of  the  Social  Se- 
ll curity  Act  is  amended  by  inserting  immediately  after  section 

18  1123  the  following  new  section: 

19  "DISCLOSURE  OF  OWNERSHIP  AND  RELATED  INFORMATION 

20  11  Sec.  1124.  (a)(1)  The  Secretary  shall  by  regulation 

21  or  by  contract  provision  provide  that  each  disclosing  entity 

22  ( as  defined  in  paragraph  (2)  )  shall — 

23  U(A)  as  a  condition  of  the  disclosing  entity's  par- 

24  ticipation  in,  or  certification  or  recertification  under, 

25  any  of  the  programs  established  by  titles  V,  XVIII, 

26  XIX,  and  XX,  or 


84 

1  "(B)  as  a  condition  for  the  approval  or  renewal 
of  a  contract  or  agreement  between  the  disclosing  entity 

3  and  the  Secretary  or  the  appropriate  State  agency  under 

4  any  of  the  programs  established  under  titles  V,  XVIII, 

5  XIX,  and  XX, 

"  supply  the  Secretary  or  the  appropriate  State  agency  with 

1  full  and  complete  information  as  to  the  identity  of  each  per- 

^  son  with  an  ownership  or  control  interest  (as  defined  in 

9  paragraph  (3)  )  in  the  entity. 

10  "(2)  As  used  in  this  section,  the  term  'disclosing  entity' 

H  means  an  entity  which  is — 

"(A)  a  provider  of  services  (as  defined  in  section 

13  1861  (u),  other  than  a  fund),  an  independent  clinical 

14  laboratory,  or  a  renal  disease  facility; 

15  "(B)  an  entity  (other  than  an  individual  practi- 
tioner or  group  of  practitioners)  that  furnishes,  or  ar- 

17  ranges  for  the  furnishing  of,  items  or  services  with  respect 

18  to  which  payment  may  be  claimed  by  the  entity  under 

19  any  plan  or  program  established  pursuant  to  title  V  or 

20  under  a  State  plan  approved  under  title  XIX; 

21  "(C)  a  carrier  or  other  agency  or  organization  that 

22  is  acting  as  a  fiscal  intermediary  or  agent  with  respect  to 

23  one  or  more  providers  of  services  ( for  purposes  of  part  A 

24  or  part  B  of  title  XVIII,  or  both,  or  for  purposes  of  a 

25  State  plan  approved  under  title  XIX)  pursuant  to  (i) 

26  an  agreement  under  section  1816,  (ii)  a  contract  under 
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1  section  1842,  or  (Hi)  an  agreement  with  a  single  State 

2  agency  administering  or  supervising  the  administration 

3  of  a  State  plan  approved  under  title  XIX; 

4  "(D)  a  health  maintenance  organization  as  defined 

5  in  section  1301  of  the  Public  Health  Service  Act;  or 

6  "(E)  an  entity  (other  than  an  individual  practi- 

7  tioner  or  group  of  practitioners)   that  furnishes,  or 

8  arranges  for  the  furnishing  of,  health  related  services 

9  with  respect  to  which  payment  may  be  claimed  by  the 

10  entity  under  a  State  plan  or  program  approved  under 

11  title  XX. 

12  "(3)  As  used  in  this  section,  the  term  'person  with  an 


13  ownership  or  control  interest'  means,  with  respect  to  an  entity, 
11   a  person  who — 


15  il(A)(i)  has  directly  or  indirectly  (as  determined 

16  by  the  Secretary  in  regulations)  an  ownership  interest  of 

17  5  per  centum  or  more  in  the  entity;  or 

18  "(H)  is  the  owner  (in  whole  or  in  part)  of  an 

19  interest  of  5  per  centum  or  more  in  any  mortgage,  deed 

20  of  trust,  note,  or  other  obligation  secured  (in  whole 

21  or  in  part)  by  the  entity  or  any  of  the  property  or 

22  assets  thereof;  or 

23  "(B)  is  an  officer  or  director  of  the  entity,  if  the 

24  entity  is  organized  as  a  corporation;  or 

25  "(G)  is  a  partner  in  the  entity,  if  the  entity 

26  is  organized  as  a  partnership. 
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1  "(b)  To  the  extent  determined  to  be  feasible  under 

2  regulations  of  the  Secretary,  a  disclosing  entity  shall  also 

3  include  in  the  information  supplied  under  subsection  (a)(1) , 

4  with  respect  to  each  person  with  an  ownership  or  control 

5  interest  in  the  entity,  the  name  of  any  other  disclosing  entity 

6  with  respect  to  which  the  person  is  a  person  with  an  owner- 

7  ship  or  control  interest. 

8  "(c)  A  disclosing  entity  shall  also  include  in  the  in- 

9  formation  supplied-  under  subsection  (a)(1)  full  and  com- 

10  plete  information  as  to  the  identity  of  each  person  with 

11  an  ownership   or  control  interest  in   any  subcontractor 

12  (as  defined  by  the  Secretary  in  regulations)  in  which  the 

13  provider  directly  or  indirectly  has  a  5  per  centum  or  more 

14  ownership  interest." . 

15  (2)  Section  1861  (j)  (11)  of  such  Act  is  amended  to 

16  read  as  follows: 

17  "(11)  complies  with  the  requirements  of  section 

18  1124;". 

19  (b)  Clause  (C)  of  section  1866(b)(2)  of  such  Act 

20  is  amended  by  inserting  "(%)"  after  "failed",  and  by  adding 

21  after  "to  verify  such  information,"  the  following:  "or  (ii) 

22  to  supply  (within  such  period  as  may  be  specified  by  the 

23  Secretary  in  regulations)  upon  request  specifically  addressed 

24  to  such  provider  by  the  Secretary  (I)  fidl  and  complete 

25  information  as  to  the  ownership  of  a  subcontractor  ( as 


87 

1  defined  by  the  Secretary  in  regulations)  with  whom  such 

2  provider  has  had,  during  the  previous  twelve  months,  business 

3  transactions  in  an  aggregate  amount  in  excess  of  $25,000, 

4  and  (II)  full  and  complete  information  as  to  any  significant 

5  business  transactions  ( as  defined  by  the  Secretary  in  regula- 

6  tions),  occurring  during  the  five-year  period  ending  on  the 

7  date  of  such  request,  between  such  provider  and  any  wholly 

8  owned  supplier  or  between  such  provider  and  any  sub- 

9  contractor,'". 

1°  (c)(1)  Section  1902(a)  of  such  Act  (as  amended  by 

11  section  2(b)(1)  of  this  Act)  is  amended — 

12  (A)   by  amending  paragraph  (35)   to  read  as 

13  follows: 

14  "(35)  provide  that  any  intermediate  care  facility 

15  receiving  payments  under  such  plan  complies  with  the 

16  requirements  of  section  1124;"; 

17  (B)  by  striking  out  "and"  at  the  end  of  paragraph 

18  (36); 

19  (C)  by  striking  out  the  period  at  the  end  of  para- 

20  graph  (37)  and  inserting  in  lieu  thereof      and" ;  and 

21  (D)  by  inserting  after  paragraph  (37)  the  follow- 

22  ing  new  paragraph: 

23  "(38)  require  that  an  entity  (other  than  an  indi- 

24  vidual  practitioner  or  a  group  of  practitioners)  that 

25  furnishes,  or  arranges  for  the  furnishing  of,  items  or 
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1  services  under  the  plan,  shall  supply  (within  such 

2  period  as  may  be  specified  in  regulations  by  the  Secre- 

3  tary  or  by  the  single  State  agency  which  administers  or 

4  supervises  the  administration  of  the  plan)  upon  request 

5  specifically  addressed  to  such  entity  by  the  Secretary 

6  or  such  State  agency,  respectively,  (A)  full  and  com- 

7  plete  information  as  to  the  ownership  of  a  subcontractor 

8  (as  defined  by  the  Secretary  in  regulations)  with  whom 

9  such  entity  has  had,  during  the  previous  twelve  months, 

10  business  transactions  in  an  aggregate  amount  in  excess  of 

11  $25,000,  and  (B)  full  and  complete  information  as  to 

12  any  significant  business  transactions  (as  defined  by 

13  the  Secretary  in  regulations),  occurring  during  the 

14  five-year  period  ending  on  the  date  of  such  request, 

15  between  such  entity  and  any  wholly  owned  supplier  or 

16  between  such  entity  and  any  subcontractor  " . 

17  (2)  Section  1903  (i)  (2)  of  such  Act  is  amended  by  in- 

18  serting  before  the  semicolon  at  the  end  thereof  the  following: 

19  or  by  reason  of  noncompliance  with  a  request  made  by  the 

20  Secretary  under  clause  (C)  (ii)  of  such  section  1866(b)  (2) 

21  or  under  section  1902(a)  (38)". 

22  (d)(1)  Section  2003(d)(1)  of  such  Act  is  amended— 

23  (A)  by  striking  out  "and"  at  the  end  of  subpara- 

24  graph  (E); 

25  (B)  by  striking  out  the  period  at  the  end  of  sub- 
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1  paragraph  (I)  and  inserting  m  lieu  thereof  a  semi- 

2  colon  and  the  word  "and"-;  and, 

3  (C)  hg  adding  after  subparagraph  (I)  the  follow- 

4  ing  new  subparagraph: 

5  "(J)  provides  that  any  entity  (other  than  an  in- 

6  dividual   practitioner   or   a   group   of  practitioners) 

7  receiving  payincnts  for  the  provision  of  health-related 

8  services  complies  with  the  requirements  of  section  1124, 

9  and  supplies  ( within  such  period  as  may  be  specified  in 

10  regulations  by  the  Secretary  or  by  the  single  State 

11  agency  which   administers  or  supervises  the  admin- 

12  istration  of  the  plan)   upon  request  specifically  ad- 

13  dressed  to  such  entity  by  the  Secretary  or  such  State 

14  agency,  respectively,  (i)  full  and  complete  information 

15  as  to  the  ownership  of  a  subcontractor  ( as  defined  by 

16  the  Secretary  in  regulations)  with  whom  such  entity  has 

17  had,  during  the  previous  twelve  months,  business  trans- 

18  actions  in  an  aggregate  amount  in  excess  of  $25,000, 

19  and  (ii)  full  and  complete  information  as  to  any  signifi- 

20  cant  business  transactions  ( as  defined  by  the  Secretary 

21  in  regulations),  occurring  during  the  five-year  period 

22  ending  on  the  date  of  such  request,  between  such  entity 

23  and  any  wholly  owned  supplier  or  between  such  entity 

24  and  any  subcontractor" . 

25  .  (2)  Section  2002(a)  of  such  Act  is  amended  by  adding 

26  at  the  end  thereof  the  following  new  paragraph : 
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1  "(15)  No  payment  may  be  made  under  this  section  with 

2  respect  to  any  expenditure  for  the  provision  of  any  health 

3  related  service  if  such  service  is  provided  by  an  entity  which 

4  has  failed  to  comply  with  a  request  made  by  the  Secretary  or 

5  State  agency  under  section  2003(d)  (1),  for  so  long  as  such 

6  entity  remains  in  noncompliance  with  such  request." . 

7  (e)  The  amendment  made  by  subsection  (a)(1)  shall 

8  apply  with  respect  to  certifications  and  recertifications  made 

9  (and  participation  in  the  programs  established  by  titles  V, 

10  XVIII,  XIX,  and  XX  of  the  Social  Security  Act  pursuant 

11  to  certifications  and  recertifications  made),  and  fiscal  inter- 

12  mediary  or  agent  agreements  or  contracts  entered  into  or  re- 

13  newed,  on  and  after  the  date  of  the  enactment  of  this  Act.  The 

14  remaining  amendments  made  by  this  section  shall  take  effect 

15  on  the  date  of  the  enactment  of  this  Act;  except  that  the  amend- 

16  ments  made  by  subsections  ( c)  and  ( d)  shall  become  effective 

17  January  1, 1978. 

18  PENALTIES  FOR  DEFRAUDING  MEDICARE  AND  MEDICAID 

19  PROGRAMS 

20  Sec.  4.  (a)  Section  1877  of  the  Social  Security  Act  is 

21  amended  to  read  as  follows: 

22  u  PENALTIES 

23  (tSEC.  1877.  (a)  Whoever— 

24  "(1)  knowingly  and  willfully  makes  or  causes  to 

25  be  made  any  false  statement  or  representation  of  a  mar 
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1  terial  fact  in  any  application  for  any  benefit  or  payment 

2  under  this  title, 

3  .  "(2)  at  any  time  knowingly  and  willfully  makes 

4  or  causes  to  be  made  any  false  statement  or  representa- 

5  tion  of  a  material  fact  for  use  in  determining  rights  to 

6  any  such  benefit  or  payment, 

I  "(3)  having  knowledge  of  the  occurrence  of  any 

8  event  affecting  (A)  his  initial  or  continued  right  to  any 

9  such  benefit  or  payment,  or  (B)  the  initial  or  continued 

10  right  to  any  such  benefit  or  payment  of  any  other  indi- 

II  vidual  in  whose  behalf  he  has  applied  for  or  is  re- 

12  ceiving  such  benefit  or  payment,  conceals  or  fails  to  dis- 

13  close  such  event  with  an  intent  fraudulently  to  secure 

14  such  benefit  or  payment  either  in  a  greater  amount  or 

15  quantity  than  is  due  or  when  no  such  benefit  or  payment 

16  is  authorized,  or 

17  "(4)  having  made  application  to  receive  any  such 

18  benefit  or  payment  for  the  use  and  benefit  of  another  and 

19  having  received,  it,  knowingly  and  willfully  converts  such 

20  benefit  or  payment  or  any  part  thereof  to  a  use  other  than 

21  for  the  use  and  benefit  of  such  other  person, 

22  shall  (i)  in  the  case  of  such  a  statement,  representation, 

23  concealment,  failure,  or  conversion  by  any  person  in  connec- 

24  tion  with  the  furnishing  (by  that  person)  of  items  or  serv- 

25  ices  for  which  payment  is  or  may  be  made  under  this  title, 

26  be  guilty  of  a  felony  and  upon  conviction  thereof  fined  not 
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1  more  than  $25,000  or  imprisoned  for  not  more  than  five 

2  years  or  both,  or  ( ii)  in  the  case  of  such  a  statement,  repre- 

3  sentation,  concealment,  failure,  or  conversion  by  any  other 

4  person,  be  guilty  of  a  misdemeanor  and  upon  conviction 

5  thereof  fined  not  more  than  $10,000  or  imprisoned  for  not 

6  more  than  one  year  or  both. 

"(b)(1)  Whoever  solicits  or  receives  any  remuneration 

^  (including  kickbacks,  bribes,  or  rebates)  directly  or  indi- 

^  rectly,  overtly  or  covertly,  in  cash  or  in  kind — 

"(A)  in  return  for  referring  an  individual  to  a 

H  person  for  the  furnishing  or  arranging  for  the  furnish- 

12  ing  of  items  or  services  for  which  payment  may  be 

13  made  in  whole  or  in  part  under  this  title,  or 

1^  "(B)  in  return  for  purchasing,  leasing,  ordering, 

15  or  arranging  for  or  recommending  purchasing,  leasing 

16  or  order{ng  goods,  facilities,  services,  or  any  item  for 

17  which  payment  may  be  made  in  whole  or  in  part  under 

18  this  title, 

19  shall  be  guilty  of  a  felony  and  upon  conviction  thereof,  shall 

20  be  fined  not  more  than  $25,000  or  imprisoned  for  not  more 

21  than  five  years,  or  both. 

22  11  (2)  Whoever  offers  or  pays  any  remuneration  (includ- 

23  ing  kickbacks,  bribes,  or  rebates)  directly  or  indirectly,  overtly 
2^  or  covertly,  in  cash  or  in  kind  to  any  person  to  induce  such 
25  person — 
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1  "(A)  to  refer  an  individual  to  a  person  for  the 

2  furnishing  or  arranging  for  the  furnishing  of  items 

3  or  services  for  which  payment  mag  be  made  in  whole 

4  or  in  part  under  this  title,  or 

5  "(B)  to  purchase,  lease,  order,  or  arrange  for  or 

6  recommend  purchasing,    leasing,   or   ordering  goods, 

7  facilities,  services,  or  any  item  for  ivhich  payment  may 

8  be  made  in  whole  or  in  part  under  this  title, 

9  shall  be  guilty  of  a  felony  and  upon  conviction  thereof, 

10  shall  be  fined  not  more  than  $25,000  or  imprisoned  for 

11  not  more  than  five  years,  or  both. 

12  "(3)  Paragraphs  (1)  and  (2)  shall  not  apply  to — 

13  "(A)  a  discount  or  other  reduction  in  price  ob- 

14  tained  by  a  provider  of  services  or  oilier  entity  under 

15  this  title  if  the  reduction  in  price  is  properly  disclosed 

16  and  appropriately  reflected  in  the  costs  claimed  or  charges 

17  made  by  the  provider  or  entity  under  this  title;  and 

18  "(B)  any  amount  paid  by  an  employer  to  an  em- 

19  ployee  ( who  has  a  bona  pule  employment  relationship 

20  with  such  employer)  for  employment  in  the  provision 

21  of  covered  items  or  services. 

22  "(c)  Whoever  knowingly  and  willfully  makes  or  causes 

23  t0  be  made,  or  induces  or  seelcs  to  induce  the  making  of,  any 

24  false  statement  or  representation  of  a  material  fact  with 

25  respect  to  the  conditions  or  operation  of  any  institution  or 


94 

1  facility  in  order  that  such  institution  or  facility  may  qualify 

2  (either  upon  initial  certification  or  upon  recertification)  as  a 

3  hospital,  skilled  nursing  facility,  or  home  health  agency  ( as 

4  those  terms  are  defined  in  section  1861 ) ,  shall  be  guilty  of  a 

5  felony  and  upon  conviction  thereof  shall  be  fined  not  more 

6  than  $25,000  or  imprisoned  for  not  more  than  five  years, 

7  or  both. 

8  "(d)  Whoever  knowingly  and  willfully,  after  having 

9  accepted  any  assignment  described  in  section  1842(b)  (3) 

10  (B)(ii),  charges  an  amount  in  excess  of  the  reasonable 

11  charge  with  respect  to  services  furnished  to  individuals  on 

12  whose  behalf  payment  is  made  under  any  such  assignment, 

13  shall  be  guilty  of  a  misdemeanor  and  upon  conviction  thereof 

14  shall  be  fined  not  more  than  $2,000  or  imprisoned  for  not 

15  more  than  six  months,  or  both". 


16  (b)  Section  1909  of  such  Act  is  amended  to  read  as 

17  follows: 

18  "penalties 

19  "Sec.  1909.  (a)  Whoever— 

20  "(1)  knowingly  and  willfully  makes  or  causes  to 

21  be  made  any  false  statement  or  representation  of  a  ma- 

22  terial  fact  in  any  application  for  any  benefit  or  pay- 

23  ment  under  a  State  plan  approved  under  this  title, 

24  "(2)  at  any  time  knowingly  and  willfully  makes 

25  or  causes  to  be  made  any  false  statement  or  representa- 
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1  tion  of  a  material  fact  for  use  in  determining  rights  to 

2  such  benefit  or  payment, 

3  "(3)  having  knowledge  of  the  occurrence  of  any 

4  event  affecting  (A)  his  initial  or  continued  right  to  any 

5  such  benefit  or  payment,  or  (B)  the  initial  or  continued 

6  right  to  any  such  benefit  or  payment  of  any  other  in- 

7  dividual  in  whose  behalf  he  has  applied  for  or  is  receiving 

8  such  benefit  or  payment,  conceals  or  fails  to  disclose  such 

9  event  with  an  intent  fraudulently  to  secure  such  benefit 

10  or  payment  either  in  a  greater  amount  or  quantity  than 

11  is  due  or  when  no  such  benefit  or  payment  is  authorized, 

12  or 

13  "(4)  having  made  application  to  receive  any  such 

14  benefit  or  payment  for  the  use  and  benefit  of  another  and 

15  having  received  it,  knowingly  and  willfully  converts  such 

16  benefit  or  payment  or  any  part  thereof  to  a  use  other  than 

17  for  the  use  and  benefit  of  such  other  person, 

18  shall  (i)  in  the  case  of  such  a  statement,  representation, 

19  concealment,  failure,  or  conversion  by  any  person  in  connec- 

20  tion  with  the  furnishing  (by  that  person)  of  items  or  services 

21  for  which  payment  is  or  may  be  made  under  this  title,  be  guilty 

22  of  a  felony  and  upon  conviction  thereof  fined  not  more  than 

23  $25,000  or  imprisoned  for  not  more  than  five  years  or  both, 

24  or  ( ii)  in  the  case  of  such  a  statement,  representation,  conceal- 

25  ment,  failure,  or  conversion  by  any  other  person,  be  guilty  of 

26  fl  misdemeanor  and  upon  conviction  thereof  fined  not  more 
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1  than  $10,000  or  imprisoned  for  not  more  than  one  year  or 

2  both.  In  addition,  in  any  case  where  an  individual  who  is 

3  otherwise  eligible  for  assistance  under  a  State  plan  approved 

4  under  this  title  is  convicted  of  an  offense  under  the  preceding 

5  provisions  of  this  subsection,  the  State  may  at  its  option  ( not- 

6  withstanding  any  other  provision  of  this  title  or  of  such  plan ) 

7  limit,  restrict,  or  suspend  the  eligibility  of  that  individual  for 

8  such  period  ( not  exceeding  one  year)  as  it  deems  appropriate; 

9  but  the  imposition  of  a  limitation,  restriction,  or  suspension 

10  with  respect  to  the  eligibility  of  any  individual  under  this 

11  sentence  shall  not  affect  the  eligibility  of  any  other  person  for 

12  assistance  under  the  plan,  regardless  of  the  relationship  be- 

13  tween  that  individual  and  such  other  person. 

14  "(b)(1)  Whoever  solicits  or  receives  any  remuneration 

15  (including  kickbacks,  bribes,  or  rebates)  directly  or  indirectly, 

16  overtly  or  covertly,  in  cash  or  in  kind — 

17  "(A)  in  return  for  referring  an  individual  to  a 

18  person  for  the  furnishing  or  arranging  for  the  furnishing 

19  of  items  or  services  for  which  payment  may  be  made  in 

20  whole  or  in  part  under  this  title,  or 

21  "(B)  in  return  for  purchasing,  leasing,  ordering,  or 

22  arranging  for  or  recommending  purchasing,  leasing,  or 

23  ordering  goods,  facilities,  services,  or  any  item  for  which 

24  payment  may  be  made  in  whole  or  in  part  under  this 

25  title, 
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1  shall  be  guilty  of  a  felony  and  upon  conviction  thereof,  shall 

2  be  fined  not  more  than  $25,000  or  imprisoned  for  not  more 

3  than  five  years,  or  both. 

4  "(2)  Whoever  offers  or  pays  any  remuneration  ( includ- 

5  ing  kickbacks,  bribes,  or  rebates)   directly  or  indirectly, 

6  overtly  or  covertly,  in  cash  or  in  kind  to  any  person  to  induce 

7  such  person — 

8  "(A)  to  refer  an  individual  to  a  person  for  the  fur- 

9  nishing  or  arranging  for  the  furnishing  of  items  or  serv- 

10  ices  for  which  payment  may  be  made  in  whole  or  in  part 

11  under  this  title,  or 

12  "(B)  to  purchase,  lease,  order,  or  arrange  for  or 

13  recommend  purchasing,  leasing,  or  ordering  goods,  facili- 

14  ties,  services,  or  any  item  for  which  payment  may  be 

15  made  in  whole  or  in  part  under  this  title, 

16  shall  be  guilty  of  a  felony  and,  upon  conviction  thereof, 

17  shall  be  fined  not  more  than  $25,000  or  imprisoned  for 

18  not  more  than  five  years,  or  both. 

19  "(3)  Paragraphs  (1)  and  (2)  shall  not  apply  to — 

20  "(A)  a  discount  or  other  reduction  in  price  obtained 

21  by  a  provider  of  services  or  other  entity  under  this  title 

22  if  the  reduction  in  price  is  properly  disclosed  and  appro- 

23  priately  reflected  in  the  costs  claimed  or  charges  made  by 

24  the  provider  or  entity  under  this  title;  and 

25  "(B)  any  amount  paid  by  an  employer  to  an  em- 
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1  ployee  (who  has  a  bona  fide  employment  relationsliip  with 

2  such  employer)  for  employment  in  the  provision  of  cov- 

3  ered  items  or  services. 

4  "(c)  Whoever  knowingly  and  willfully  makes  or  causes 

5  to  be  made,  or  induces  or  seeks  to  induce  the  making  of,  any 

6  false  statement  or  representation  of  a  material  fact  with 

7  respect  to  the  conditions  or  operation  of  any  institution  or 

8  facility  in  order  that  such  institution  or  facility  may  qualify 

9  (either  upon  initial  certification  or  upon  recertification)  as 

10  a  hospital,  skilled  nursing  facility,  intermediate  care  facility, 

11  or  home  health  agency  ( as  those  terms  are  employed  in  this 

12  title)  shall  be  guilty  of  a  felony  and  upon  conviction  thereof 

13  shall  be  fined  not  more  than  $25,000  or  imprisoned  for  not 

14  more  than  five  years,  or  both.". 

15  (c)  Section  204(a)  of  Public  Law  94-505  (42  U.S.C. 

16  3524)  (relating  to  annual  reports  of  the  Health,  Education, 

17  and  Welfare  Inspector  General)  is  amended  by  adding  at 

18  the  end  thereof  the  following  sentence:  "Such  report  shall 

19  also  include  an  evaluation  of  the  performance  of  the  Attorney 

20  General  in  the  investigation  and  prosecution  of  criminal  vio- 

21  lations  relating  to  fraud  in  the  programs  of  health  insurance 

22  and  medical  assistance  provided  under  titles  XVIII  and 

23  XIX  of  the  Social  Security  Act,  and  shall  include  any  rec- 

24  ommendations  with  respect  to  improving  the  performance  of 

25  such  activities". 
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1  (d)  The  amendments  made  by  subsections  ( a)  and  (b) 

2  shall  apply  with  respect  to  acts  occurring  and  statements  or 

3  representations  made  on  or  after  the  date  of  the  enactment  of 

4  this  Act. 

5  AMENDMENTS  RELATED  TO  PROFESSIONAL  STANDARDS 

6  '  REVIEW  ORGANIZATIONS 

7  Sec.  5.  (a)  Section  1152(e)  of  the  Social  Security  Act 

8  is  amended  to  read  as  follows: 

9  "(e)  Where  the  Secretary  finds  a  Professional  Stand- 

10  ards  Review  Organization  (whether  designated  on  a  condi- 

11  tional  basis  or  otherwise)  to  be  competent  to  perform  review 

12  responsibilities,  the  review,  certification,  and  similar  activi- 

13  ties  otherwise  required  pursuant  to  provisions  of  this  Act 

14  (other  than  this  part)  shall  not  be  applicable  with  respect 

15  to  those  providers,  suppliers,  and  practitioners  being  reviewed 

16  by  such  Professional  Standards  Review  Organization,  ex- 

17  cept  to  the  extent  specified  by  the  Secretary.  Nothing  in  the 

18  preceding  sentence  shall  be  construed  as  rendering  inappli- 

19  cable  any  provision  of  this  Act  wherein  requirements  with 

20  respect  to  conditions  for  eligibility  to  or  payment  of  benefits 

21  (as  distinct  from  reviews  and  certifications  made  with 

22  respect  to  determinations  of  the  kind  made  pursuant  to  para- 

23  graphs  (1)  and  (2)  of  section  1155(a))  must  be  satisfied". 

24  (b)(1)  Section  1154(b)  of  such  Act  is  amended — 

25  (A)  by  striding  out  "(which  may  not  exceed  24 
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1  months)"  in  the  first  sentence  and  inserting  in  lieu 

2  thereof  "(which  may  not  exceed  48  months  except  as 

3  provided  in  Subsection  (c))"  ; 

4  (B)  by  inserting  ",  in  addition  to  review  of  health 

5  care  services  provided  by  or  in  institutions"  after  "per- 

6  form"  in  the  first  sentence;  and 

7  (C)  by  striking  out  "or  ordered  by  physicians"  and 

8  all  that  follows  through  "and  organizations"  in  the  sec- 

9  ond  sentence  and  inserting  in  lieu  thereof  "by  or  in  insti- 

10  tutions  (including  ancillary  services)  and,  in  addition, 

11  review  of  such  other  health  care  services  as  the  Secretary 

12  may  require". 

13  (2)  Section  1154  of  such  Act  is  further  amended  by 

14  redesignating  subsection  (c)  as  subsection  (d),  and  by  in- 

15  serting  after  subsection  (b)  the  following  new  subsection: 

16  "(c)  If  the  Secretary  finds  that  an  organization  desig- 

17  nated  under  subsection  (a)  has  been  unable  to  perform 

18  satisfactorily  all  of  the  duties  and  functions  required  under 

19  this  part  for  reasons  beyond  the  organization's  control,  he 

20  may  extend  such  organization  s  trial  period  for  an  additional 

21  period  not  exceeding  twenty-four  months.". 

22  (c)(1)  Section  1155  of  such  Act  is  amended — 

23  (A)  by  striking  out  "directly  or  indirectly  involved 

24  in"  in  subsection  (a)(6)(A)  and  inserting  in  lieu 

25  thereof  "directly  responsible  for" ; 
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1  (B)  by  striking  out  "any  financial"  in  subsection 

2  (a)(6)(B)  and  inserting  in  lieu  thereof  "a  significant 

3  financial"; 

4  ( C)  by  inserting  after  "to  such  organization"  in 

5  subsection  (f)(2)  the  following:     in  a  manner  similar 

6  to  that  provided  for  under  section  1816(c)  "  ; 

7  (D)  by  inserting  after  subsection  (f)  (2)  the  folio w- 

8  ing  new  paragraph: 

9  "(3)  Any  such  agreement  ivith  an  organization  under 

10  this  part  may  be  in  the  form  of  a  grant  or  an  assistance 

11  agreement. ;  and 

12  (E)  by  striking  out  subsection  (g)  and  inserting 

13  in  lieu  thereof  the  following  new  subsection: 

1^  "(ff)  (1)  Where  a  Professional  Standards  Review  Or- 

15  ganization  ( whether  designated  on  a  conditional  basis  or  other- 

16  wise)  requests  review  responsibility  with  respect  to  services 

17  furnished  in  shared  health  facilities,  the  Secretary  must  give 

18  priority  to  such  request,  with  the  highest  priority  being 

19  assigned  to  requests  from  organizations  located  in  areas  with 

20  substantial  numbers  of  shared  health  facilities. 

21  "(2)   The  Secretary  shall  require  any  Professional 

22  Standards  Review  Organization  which  is  capable  of  exercis- 

23  ing  review  responsibility  with  respect  to  ambulatory  care 

24  services  to  perform  review  responsibility  with  respect  to  such 

25  services  on  and  after  a  date  not  later  than  two  years  after 
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1  the  date  the  organization  has  been  designated  as  a  Profes- 

2  sional  Standards  Review  Organization  (oilier  than  under 

3  section  1154),  but  any  such  designated  Professional  Stand- 

4  ards  Review  Organization  mag  be  approved  to  perform 

5  such  review  responsibility  at  any  earlier  time  if  such  orga- 

6  nization  applies  for,  and  is  found  capable  of  exercising,  such 

7  responsibility.  However,  the  Secretary  may  not  require  such 

8  an  organization  to  perform  such  review  responsibility  prior 

9  to  the  date  the  organization  is  designated  as  a  Professional 

10  Standards  Review  Organization  (other  than  under  section 

11  1154).". 

12  (2)  Section  1101(a)  of  such  Act  is  amended  by  in- 

13  serting  after  paragraph  (8)  the  following  new  paragraph: 

14  "(9)    The  term  'shared  health  facility1  means  any 

15  arrangement  whereby — 

16  "(A)  two  or  more  health  care  practitioners  practice 

17  their  professions  at  a  common  physical  location; 

18  "(B)  such  practitioners  share  (i)  common  waiting 

19  areas,  examining  rooms,  treatment  rooms,  or  other  space, 

20  ( H)  the  services  of  supporting  staff,  or  ( Hi)  equipment; 

21  "(C)  such  practitioners  have  a  person  (who  may 

22  himself  be  a  practitioner) — 

23  u(i)  who  is  in  charge  of,  controls,  manages,  or 

24  supervises  substantial  aspects  of  the  arrangement 

25  or  operation  for  the  delivery  of  health  or  medical 
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1  services  at  such  common  physical  location,  other 

2  than  the  direct  furnishing  of  professional  health 

3  care  services  by  the  practitioners  to  their  patients; 

4  or 

5  "(H)  who  makes  available  to  such  practitioners 

6  the  services  of  supporting  staff  who  are  not  employees 

7  of  such  practitioners;  and 

8  who  is  compensated  in  whole  or  in  part,  for  the  use  of 

9  such  common  physical  location  or  support  services  per- 

10  taining  thereto,  on  a  basis  related  to  amounts  charged 

11  or  collected  for  the  services  rendered  or  ordered  at  such 

12  location  or  on  any  basis  clearly  unrelated  to  the  value 

13  of  the  services  provided  by  the  person;  and 

14  "(D)  at  least  one  of  such  practitioners  received 

15  payments  on  a  fee-for-service  basis  under  titles  V, 

16  XVIII,  and  XIX  in  an  amount  exceeding  $5,000  for 

17  any  one  month  during  the  preceding  12  months,  or  in 

18  an  aggregate  amount  exceeding  $40,000  during  the 

19  preceding  12  months; 


20  except  that  such  term  does  not  include  a  provider  of  services 

21  (as  defined  in  section  1861  (u)  of  this  Act),  a  health  main- 

22  tenance  organization  (as  defined  in  section  1301  of  the 

23  Public  Health  Service  Act),  a  hospital  cooperative  shared 

24  services  organization  meeting  the  requirements  of  section 

25  501(e)  of  the  Internal  Revenue  Code  of  1954,  or  any 

26  public  entity". 
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1  (d)(1)  Section  1158  of  such  Act  is  amended  by  adding 

2  at  the  end  thereof  the  following  new  subsection: 

3  "(c)  Where  a  Professional  Standards  Review  Organi- 

4  zation  ( whether  designated  on  a  conditional  basis  or  other- 

5  wise)  has  been  found  competent  by  the  Secretary  to  assume 

6  review  responsibility  with  respect  to  specified  types  of  health 

7  care  services  or  specified  providers  or  practitioners  of  such 

8  services  and  is  performing  such  reviews,  determinations  made 

9  pursuant  to  paragraphs  (1)  and  (2)  of  section  1155(a)  in 

10  connection  with  such  reviews  shall  constitute  the  conclusive 

11  determination  on  those  issues  (subject  to  sections  1159,  1171 

12  (a)(1),  and  1171(d)  (3) )  for  purposes  of  payment  under 

13  this  Act,  and  no  reviews  with  respect  to  those  determinations 

14  shall  be  conducted,  for  purposes  of  payment,  by  agencies  and 

15  organizations  which  are  parties  to  agreements  entered  into  by 

16  the  Secretary  pursuant  to  section  1816,  carriers  which  are 

17  parties  to  contracts  entered  into  by  the  Secretary  pursuant  to 

18  section  1842,  or  single  State  agencies  administering  or  super- 

19  vising  the  administration  of  State  plans  approved  under  title 

20  XIX.". 

21  (2)  (A)  Section  1152(b)  (2)  of  such  Act  is  amended  by 

22  striking  out  "submitted  to  him  by  the  association,  agency,  or 

23  organization''  and  inserting  in  lieu  thereof  "which  shall  be 

24  developed  and  submitted  by  the  association,  agency,  or  orga- 

25  nization  in  accordance  with  subsection  (h)". 
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1  (B)  Section  1152  of  such  Act  is  further  amended  by 

2  adding  at  the  end  thereof  the  following  new  subsection: 

3  "(h)(1)  During  the  development  and  preparation  by 

4  an  organization  of  its  formal  plan  under  subsection  (b)(2) 

5  or  of  any  modification  of  such  plan  to  include  review  of 

6  services  in  skilled  nursing  facilities  ( as  defined  in  section 

7  1861  ( j) )  or  intermediate  care  facilities  ( as  defined  in  sec- 

8  tion  1905(c))  or  review  of  ambulatory  care  services,  the 

9  organization  shall  consult  with  the  single  State  agency  re- 

10  sponsible  for  administering  or  supervising  the  administration 

11  of  the  State  plan  approved  under  title  XIX  for  the  State  in 

12  which  the  organization  is  located. 

13  "(2)  Such  plan  and  any  such  modification  shall  be  sub- 

14  mitted  to  the  Governor  of  such  State,  at  the  time  of  its  sub- 

15  mission  to  the  Secretary,  for  his  comments. 

16  "(3)  The  Secretary,  before  making  the  findings  de- 
ll scribed  in  subsection  (b)(2)  or  a  finding  regarding  the  orga- 

18  nization's  capability  to  perform  review  of  such  services  (as 

19  the  case  may  be),  shall  consider  any  such  comments  sub- 

20  mitted  to  him  by  such  Governor  before  the  end  of  the  thirty- 

21  day  period  beginning  on  the  date  of  submission  of  the  plan 

22  or  of  any  such  modification  (as  the  case  may  be). 

23  "(4)  If,  after  considering  such  comments,  the  Secre- 

24  tary  intends  to  make  findings  which  are  adverse  to  such 

25  comments,  the  Secretary  shall  provide  the  Governor  male- 
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1  ing  such  comments  with  the  opportunity  to  submit  addi- 

2  tional  evidence  and  comments  on  such  intended  findings 

3  during  a  period  of  not  less  than  thirty  days  ending  before 

4  the  findings  become  effective." . 

5  (C)  Section  1154  of  such  Act  (as  amended  by  subsec- 

6  tion  (b)(2)  of  this  section)  is  further  amended  by  adding 

7  after  subsection  ( d)  the  following  new  subsection: 

8  "(e)  In  determining  whether  an  organization  desig- 

9  nated  on  a  conditional  basis  as  the  Professional  Standards 

10  Review  Organization  for  any  area  is  substantially  carrying 

11  out  its  duties  in  a  satisfactory  manner  and  should  be  con- 

12  sidered  a  qualified  organization,  the  Secretary  shall  follow 

13  the  procedures  specified  in  section  1152(h)  (concerning  the 

14  Secretary's  consideration  of  comments  of  the  Governor  of 

15  the  State  in  which  the  organization  is  located)." . 

16  (D)  Part  B  of  title  XI  of  such  Act  is  amended  by  add- 

17  ing  after  section  1170  the  following  new  section: 

18  "MEMORANDUMS  OF   UNDERSTANDING;  FEDERAL-STATE 

19  RELATIONS  GENERALLY 

20  uSec.  1171.  (a)(1)  Except  as  provided  in  paragraph 

21  (2),  no  determination  made  by  a  Professional  Standards 

22  Review  Organization  pursuant  to  paragraphs  (1)  and  (2) 

23  of  section  1155(a)  in  connection  with  reviews  shall  consti- 

24  tute  conclusive  determinations  under  section  1158(c)  for 

25  purposes  of  payment  under  title  XIX,  unless  such  organi- 
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1  zation  has  entered  into  a  memorandum  of  understanding, 

2  approved  by  the  Secretary,  with  the  single  State  agency 

3  responsible  for  administering  or  supervising  the  adminis- 

4  tration  of  the  State  plan  approved  under  title  XIX  for  the 

5  State  in  which  the  organization  is  located  (hereinafter  in 

6  this  section  referred  to  as  the  'State  agency')  for  the  purpose 

7  of  delineating  the  relationship  between  the  organization  and 

8  the  State  agency  and  of  providing  for  the  exchange  of  data 

9  or   information,    administrative   procedures,  coordination 

10  mechanisms,  and  modification  of  the  memorandum  at  any 

11  time  that  additional  responsibility  for  review  by  the  organi- 

12  zation  is  authorized  by  the  Secretary. 

13  "(2)  The  requirement  of  paragraph  (1)  may  be  waived 

14  by  the  Secretary  if  (A)  the  State  agency  indicates  to  the 

15  Secretary  that  it  does  not  wish  to  enter  into  a  memorandum 

16  of  understanding  with  the  organization  involved,  or  (B) 

17  the  Secretary  finds  thai  the  State  agency  has  refused  to 

18  negotiate  in  good  faith  or  in  a  timely  manner  with  the 

19  organization  involved. 

20  "(b)(1)  The  State  agency  may  request  a  Professional 

21  Standards  Review  Organization  which  is  entering  into  such  a 

22  memorandum  of  understanding  with  the  agency  to  include  in 

23  the  memorandum  a  specification  of  review  goals  or  methods 

24  (additional  to  any  such  goals  or  methods  contained  in  the 

25  organization  s  formal  plan)  for  the  performance  of  the  orga- 

26  nization's  duties  and  functions  under  this  part. 
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1  "(2)  If  the  agency  and  the  organization  cannot  reach 

2  agreement  regarding  the  inclusion  of  any  such  requested 

3  specification,  the  Secretary  shall  review  such  specification  and 

4  shall  require  that  the  specification  be  included  in  the  memo- 

5  randum  if  the  Secretary  determines  that  such  specification  of 

6  goals  or  methods  (A)  is  consistent  with  the  functions  of  the 

7  organization  under  this  part  and  with  the  provisions  of  title 

8  XIX  and  the  State's  plan  approved  under  such  title,  and 

9  (B)  does  not  seriously  impact  on  the  effectiveness  and  uni- 

10  formity  of  the  organizations  review  of  health  care  services 

11  paid  for  under  title  XVIII  and  title  XIX  of  this  Act 

12  "(c)  Notwithstanding  any  other  provision  of  this  Act,  the 

13  State  agency  may  contract  with  any  Professional  Standards 

14  Review  Organization  located  in  the  State  for  the  performance 

15  of  review  responsibilities  in  addition  to  those  performed  pur- 

16  suant  to  this  part  ( and  the  cost  of  performance  of  such  addi- 

17  tional  responsibilities  is  reimbursable  as  an  expense  of  the 

18  State  agency  under  section  1903(a)  )  if — 

19  "(1)  the  State  agency  formally  requests  the  per- 

20  formance  of  such  additional  responsibilities,  and 

21  "(2)  the  performance  of  such  additional  respon- 

22  sibilities  is  not  inconsistent  with  this  part  and  is  pro- 

23  vided  for  in  an  amendment  to  the  State's  plan  which 

24  is  approved  by  the  Secretary  under  title  XIX. 

25  "(d)(1)  Each  State  agency  may  monitor  the  perform- 

26  o/nce  of  review  responsibilities  by  Professional  Standards 
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1  Beview  Organizations  located  within  the  State,  in  accord- 

2  ance  with  a  State  monitoring  plan  which  is  developed  after 

3  review  and  comment  by  such  organizations  and  is  approved 

4  by  the  Secretary.  The  costs  of  activities  of  the  State  agency 

5  under  and  in  accordance  with  such  plan  are  reimbursable 

6  as  an  expense  of  the  State  agency  under  section  1903(a). 

7  "(2)  A  monitoring  plan  developed  and  approved  under 

8  paragraph  (1)  may  include  a  specification  of  performance 

9  criteria  for  judging  the  effectiveness  of  the  review  per- 

10  formance  of  the  Professional  Standards  Review  Organiza- 

11  Hons.  If  the  State  agency  and  the  Professional  Standards 

12  Review  Organizations  cannot  reach  agreement  regarding 

13  such  criteria,  the  Secretary  shall  assist  the  agency  and 

14  organizations  in  resolving  the  matters  in  dispute. 

15  "(3)  (A)  Whenever  a  State  agency  monitoring  the 

16  performance  of  review  responsibilities  by  a  Professional 

17  Standards  Review  Organization  under  a  plan  developed 

18  and  approved  under  paragraph  (1)  submits  to  the  Secre- 

19  tary  reasonable  documentation  that  the  review  determina- 

20  tions  of  such  organization  have  caused  an  unreasonable  and 

21  detrimental  impact  on  total  State  expenditures  under  title 

22  XIX  and  on  the  quality  of  care  received  by  individuals 

23  under  the  State's  plan  approved  under  such  title,  and 

24  requests  the  Secretary  to  act,  the  Secretary  shall,  within 

25  thirty  days  from  the  date  of  receipt  of  the  documentation, 
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1  make  a  determination  as  to  the  reasonableness  of  the  alle- 

2  gallon  by  the  Stale  agency.  If  the  Secretary  determines  that 

3  the  review  determinations  of  such  organization  have  caused 

4  an  unreasonable  and  detrimental  impact  on  total  State  ex- 

5  penditures  under  title  XIX  and  on  the  quality  of  care 

6  received  by  individuals  under  the  State's  plan  approved 

7  under  such  title,  he  may  immediately  suspend  such  organiza- 
£  lion's  authority  in  whole  or  in  part  under  section  1158(c) 
9  to  male  conclusive  determinations  for  purposes  of  payment 

10  under  title  XIX  (and  he  may  suspend  such  authority  for 

11  purposes  of  payment  under  title  XVIII )  pending  a  reevalua- 

12  Hon  of  such  organization' s  performance  of  the  responsibilities 

13  involved  and.  any  appropriate  action  the  Secretary  may  take 

14  as  a  result  of  such  reevaluation.  Any  such  action  taken  by 

15  the  Secretary  shall  be  final  and  shall  not  be  subject  to  judicial 

16  review. 

17  "(B)  The  Secretary  shall  notify  the  State  agency  sub- 

18  milting  such  documentation,  and  the  organization  involved, 

19  in  writing,  of  his  determination,  any  subsequent  actions 

20  taken,  and  the  basis  thereof,  and  shall  notify  the  appro- 

21  priate  committees  of  the  United  States  House  of  Rep- 

22  resentatives  and  the  Senate  of  any  such  documentation 

23  submitted  and  the  actions  taken. 

24  "(e)(1)  The  Secretary  shall  in  a  timely  manner  estab- 

25  lish  procedures  and  mechanisms  to  govern  his  relationships 
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1  with  State  agencies  under  this  part  (specifically  including 

2  his  relationships  with  such  agencies  in  connection  with  their 

3  respective  functions  under  the  preceding  provisions  of  this 

4  section).  Such  mechanisms  shall  include  periodic  consulta- 

5  Hon  by  the  Secretary  with  State  agency  representatives  and 

6  representatives  of  Professional  Standards  Review  Organiza- 

7  tions  regarding  relationships  between  such  agencies  and  such 

8  organizations  (including  the  appropriate  exchange  of  data 

9  and  information  between  such  agencies  and  such  organiza- 

10  tions)  and  other  problems  of  mutual  concern,  and  such  pro- 

11  cedures  shall  permit  the  State  agency  to  be  represented  on 

12  any  project  assessments  conducted  by  the  Secretary  with 

13  respect  to  a  Professional  Standards  Review  Organization 

14  located  within  its  State. 

15  "(2)  Each  Professional  Standards  Review  Organiza- 

16  lion  shall  provide  to  the  State  agency  for  the  State  in  which 

17  it  is  located,  upon  request,  data  or  information  which  the 

18  Secretary  requires  such  organizations  to  report  to  him  rou- 

19  tinely  on  a  periodic  basis,  and  such  other  data  or  information 

20  as  the  Secretary  authorizes  to  be  disclosed.". 

21  (3)  (A)  Section  1155(e)  (1)  of  such  Act  is  amended  by 

22  striking  out  "of  a  hospital  or  other  operating  health  care  fa- 

23  cility  or  organization'  and  inserting  in  lieu  thereof  "of  a 

24  hospital  (including  any  skilled  nursing  facility,  as  defined 

25  in  section  1861  (j),  or  intermediate  care  facility,  as  defined 
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1  in  section  1905 ( c),  which  is  also  a  part  of  such  hospital)  or 

2  other  operating  health  care  facility  or  organization  (other 

3  than  a  skilled  nursing  facility  which  is  not  a  part  of  a 

4  hospital)". 

5  (B)  Section  1155 ( a)  of  such  Act  is  amended — 

6  (i)  by  inserting  u( except  as  provided  in  para- 

7  graph  (7))"  in  paragraph  (1)  after  "institutional  and 

8  noninstitutional  providers  of  health  care  services";  and 

9  (ii)  by  inserting  after  paragraph  (6)  the  following 

10  new  paragraph : 

11  "(7)  A  Professional  Standards  Review  Organization 

12  located  in  a  State  has  the  function  and  duty  to  assume  re- 

13  sponsibility  for  the  review  under  paragraph  (1)  of  profes- 

14  sional  activities  in  intermediate  care  facilities  (as  defined 

15  in  section  1905(c))  and  in  public  institutions  for  the  men- 

16  tally  retarded  ( described  in  section  1905  (d)(1))  only  if  the 

17  Secretary  finds,  on  the  basis  of  such  documentation  as  he 

18  may  require  from  the  State,  that  the  single  State  agency 

19  which  administers  or  supervises  the  administration  of  the 

20  State  plan  approved  under  title  XIX  for  that  State  is  not 

21  performing  effective  review  of  the  quality  and  necessity  of 

22  health  care  services  provided  in  such  facilities  and  institu- 

23  tions,  except  that  the  provisions  of  this  paragraph  shall  not 

24  apply  with  respect  to  an  intermediate  care  facility  which  is 
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1  also  a  skilled  nursing  facility  (as  defined  in  section  1861 

2  '(})):: 

3  (e)  Section  1160(h)  (1)  of  such  Act  is  amended  by 

4  striking  out  "practitioner  or  provider"  each  time  it  appears 

5  therein  and  inserting  in  lieu  thereof  "health  care  practitioner 

6  or  hospital,   or  other  health   care   facility,   agency,  or 

7  organization". 

8  (f)  Section  1163(a)  (2)  of  such  Act  is  amended  to  read 

9  as  follows: 

10  "(2)  Members  of  the  Council  shall  be  appointed  for  a 

11  term  of  three  years,  except  that  of  the  members  appointed  in 

12  1977,  four  shall  be  appointed  for  a  term  of  only  two  years, 

13  and  three  for  a  term  of  only  one  year.  Members  of  the 

14  Council  shall  be  eligible  for  reappointment." 

15  ( g)  Section  1163  of  such  Act  is  amended  by  striking  out 

16  subsection  (f). 

17  (h)  Section  1166  of  such  Act  is  amended — 

18  (1)  by  striking  out  "or  (2)"  in  subsection  (a)  and 

19  inserting  in  lieu  thereof  (2)"; 

20  (2)  by  inserting  the  following  immediately  before 

21  the  period  at  the  end  of  subsection  (a):  ",  or  (3)  in 

22  accordance  with  subsection  (b)" ; 

23  (3)  by  redesignating  subsection  (b)  as  subsection 

24  (c); 

25  (4)  by  inserting  the  following  new  subsection  im- 

26  mediately  after  subsection  ( a)  : 
H.E.  3—0  4 
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1  "(b)  A  Professional  Standards  Review  Organization 

2  shall  provide,  in  accordance  with  procedures  established  by 

3  the  Secretary,  data  and  information — 

4  "(1)  to  assist  Federal  and  State  agencies  recog- 

5  nized  by  the  Secretary  as  having  responsibility  for  iden- 

6  tifying  and  investigating  cases  or  patterns  of  fraud  or 

7  abuse,  which  data  and  information  shall  be  provided  by 

8  such  Organization  to  such  agencies  at  the  request  of  such 

9  agencies  at  the  discretion  of  such  Organization  on  the 

10  basis  of  its  findings  with  respect  to  evidence  of  fraud  or 

11  abuse; 

12  "(2)  to  assist  the  Secretary,  and  such  Federal  and 

13  State  agencies  recognized  by  the  Secretary  as  hav- 

14  ing  health  planning  or  related  responsibilities  under 

15  Federal  or  State  law  ( including  health  systems  agencies 

16  and  State  health  planning  and  development  agencies), 

17  in  carrying  out  appropriate  health  care  planning  and 

18  related  activities,  which  data  and  information  shall  be 

19  provided  in  such  format  and  manner  as  may  be  pre- 

20  scribed  by  the  Secretary  or  agreed  upon  by  the  respon- 

21  sible  Federal  and  State  agencies  and  such  Organization, 

22  and  shall  be  in  the  form  of  aggregate  statistical  data 

23  (without  identifying  any  individual)  on  a  geographic, 

24  institutional,  or  other  basis  reflecting  the  volume  and 

25  frequency  of  services  furnished,  as  well  as  the  demo- 


115 

1  graphic  characteristics  of  the  population  subject  to  re- 

2  view  by  such  Organization. 

3  The  penalty  provided  in  subsection  (c)  shall  not  apply  to 

4  the  disclosure  of  any  data  and  information  received  under 

5  this  subsection,  except  that  such  penalty  shall  apply  to  the 

6  disclosure  (by  the  agency  receiving  such  data  and  informa- 

7  Hon)  of  any  such  data  and  information  described  in  para- 

8  graph  (1)  unless  such  disclosure  is  made  in  a  judicial,  admin- 

9  istrative,  or  other  formal  legal  proceeding  resulting  from  an 

10  investigation  conducted  by  the  agency  receiving  the  data  and 

11  information. ,J ';  and 

12  (5)  by  inserting  after  subsection  (c)   (as  so  re- 

13  designated)  the  following  new  subsection: 

14  "(d)  No  patient  record  in  the  possession  of  a  Profes- 

15  sional  Standards  Review  Organization,  a  Statewide  Profes- 

16  sional  Standards  Review  Council,  or  the  National  Profes- 

17  sional  Standards  Review  Council  shall  be  subject  to  subpena 

18  or  discovery  proceedings  in  a  civil  action.". 

19  (i)  Section  1167  of  such  Act  is  amended  by  adding  the 

20  following  new  subsection  at  the  end  thereof: 

21  "  ( d)  The  Secretary  shall  make  payment  to  a  Professional 

22  Standards  Review  Organization,  whether  conditionally  desig- 

23  nated  or  qualified,  or  to  any  member  or  employee  thereof, 

24  or  to  any  person  who  furnishes  legal  counsel  or  services 

25  to  such  organization,  in  an  amount  equal  to  the  reasonable 
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1  amount  of  the  expenses  incurred,  as  determined  by  the  Secre- 

2  tary,  in  connection  with  the  defense  of  any  suit,  action,  or 

3  proceeding  brought  against  such  organization,  member  or 

4  employee  related  to  the  performance  of  any  duty  or  function 

5  of  such  organization,  member  or  employee  (as  described  in 

6  section  1155) " '. 

7  (j)  Section  1168  of  such  Act  is  amended  by  adding  at 

8  the  end  thereof  the  following  new  sentence:  "The  Secretary 

9  shall  make  payments  to  Professional  Standards  Review  Orga- 

10  nizations  ( whether  designated  on  a  conditional  basis  or  other- 

11  wise)  from  funds  described  in  the  first  sentence  of  this 

12  section  (without  any  requirement  for  the  contribution  of 

13  funds  by  any  State  or  political  subdivision  thereof)  for 

14  expenses  incurred  in  the  performance  of  duties  by  such 

15  Organizations." . 

16  (k)  Part  B  of  title  XI  of  such  Act  (as  amended  by  sub- 

17  section  (d)(2)(D)  of  this  section)  is  further  amended  by 

18  adding  after  section  1171  the  following  new  section: 

19  "annual  reports 

20  "Sec.  1172.  The  Secretary  shall  submit  to  the  Congress 

21  not  later  than  April  1,  1978,  and  not  later  than  April  1 

22  of  each  year  thereafter,  a  full  and  complete  report  on  the 

23  administration,  impact,  and  cost  of  the  program  under  this 

24  part  during  the  preceding  fiscal  year,  including  data  and 

25  information  on — 
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1  "(1)  the  number,  status  (conditional  or  otherwise), 

2  and  service  areas  of,  and  review  methodologies  employed 

3  by,  all  Professional  Standards  Review  Organizations 

4  participating  in  the  program; 

5  "(2)  the  number  of  health  care  institutions  and 

6  practitioners  whose  services  are  subject  to  review  by 

7  Professional  Standards  Review  Organizations,  and  the 

8  number  of  beneficiaries  and  recipients  who  received 

9  services  subject  to  such  review  during  such  year; 

10  "(3)  the  imposition  of  penalties  and  sanctions  under 

11  this  title  for  violations  of  law  and  for  failure  to  comply 

12  with  the  obligations  imposed  by  this  part; 

13  "(4)  the  total  costs  incurred  under  titles  V,  XI, 

14  XVIII,  and  XIX  of  this  Act  in  the  implementation  and 

15  operation  of  all  procedures  required  by  such  titles  for 

16  the  review  of  services  to  determine  their  medical  neces- 

17  sity,  appropriateness  of  use,  and  quality; 

18  u('5)  changes  in  utilization  rates  and,  patterns,  and 

19  changes  in  medical  procedures  and  practices,  attributa- 

20  ble  to  the  activities  of  Professional  Standards  Review 

21  Organizations; 

22  "(6)  the  results  of  program  evaluation  activities, 

23  including  the  operation  of  data  collection  systems  and 

24  the  status  of  Professional  Standards  Review  Organiza- 

25  tion  data  policy  and  implementation; 
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1  "(7)  the  extent  to  which  Professional  Standards 

2  Review  Organizations  are  performing  reviews  of  serv- 

3  ices  for  other  governmental  or  private  health  insurance 

4  programs;  and 

5  11  (8)  recommendations  for  legislative  changes :': '. 

6  (V(l)  Title  XI  of  such  Act  (as  amended  by  subsec- 

7  tions  (d)(2)(D)  and  (k)  of  this  section)  is  further  amended 

8  by  adding  after  section  1172  the  following  new  section: 

9  11  MEDICAL  OFFICERS  IN  AMERICAN  SAMOA,  TEE  NORTHERN 

10  MARIANA  ISLANDS,  AND  THE  TRUST  TERRITORY  OF 

11  THE  PACIFIC  ISLANDS  TO  BE  INCLUDED  IN  THE  PRO- 

12  FESSIONAL  STANDARDS  REVIEW  PROGRAM 

13  "Sec.  1173.  For  purposes  of  applying  this  part  ( except 

14  sections  1155(c)  and  1163)  to  American  Samoa,  the  North- 

15  em  Mariana  Islands,  and  the  Trust  Territory  of  the  Pacific 

16  Islands,  individuals  licensed  to  practice  medicine  in  those 

17  places  shall  be  considered  to  be  physicians  and  doctors  of 

18  medicine." . 

19  (2)  The  second  sentence  of  section  1101(a)  (1)  of  such 

20  Act  is  amended  by  inserting  uand  in  part  B  of  this  title"  after 

21  "title  V". 

22  (m)  Section  1861  (w)  (2)  of  such  Act  is  amended  by 

23  inserting  "part  B  of  this  title  or  under"  immediately  after 

24  "entitled  to  have  payment  made  for  such  services  under". 

25  ( n)  Section  1167  of  such  Act  is  amended — 


119 

1  (1)  by  inserting  "or  to  any  Statewide  Professional 

2  Standards  Review  Council"  in  subsection  (a)  after 

3  "Professional  Standards  Review  Organization' '; 

4  (2)  by  inserting  "or  such  Council"  in  subsection 

5  (a)  after  "such  Organization' ' ; 

6  (3)  by  inserting  "or  of  any  Statewide  Professional 

7  Standards  Review  Council"  in  subsection  (b)(1)  after 

8  "Professional  Standards  Review  Organization' ; 

9  (4)  by  inserting  "or  council"  in  subsection  (b)(1) 

10  after  "organization"  ; 

11  (5)  by  inserting  "or  of  Statewide  Professional 

12  Standards  Review  Councils"  in  subsection  (b)(1)  after 

13  "Review  Organizations" ;  and 

14  (6)  by  inserting  "and  statewide  PROFESSIONAL 

15  standards  review  councils"  in  the  heading  of  the 

16  section  after  "professional  standards  review 

17  organizations". 

18  (o)  (1)  Section  1152(b)  (1)  (A)  of  such  Act  is  amended 

19  by  striking  out  "subsection  (c)(i)"  and  inserting  in  lieu 

20  thereof  "subsection  (c)(1)". 

21  (2)  Section  1155(a)  (1)  of  such  Act  is  amended  by 

22  striking  out  "(subject  to  the  provisions  of  subsection  (g))" 

23  in  the  matter  preceding  subparagraph  (A). 

24  (3)  Section  1160(b)  (1)  of  such  Act  is  amended  by 
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1  inserting  "or"  after  "permanently'  in  the  matter  following 

2  subparagraph  (B). 

3  (p)  Section  1155(a)  (5)  of  such  Act  is  amended  by 

4  striking  out  all  that  follows  u  Professional  Standards  Revieiv 

5  Organization"  and  inserting  in  lieu  thereof  a  period. 

6  ISSUANCE  OF  SUBPENAS  BY  COMPTROLLER  GENERAL 

7  Sec.  6.  Part  A  of  title  XI  of  the  Social  Security  Act 

8  is  amended  by  inserting  after  section  1124  ( added  by  section 

9  3(a)  of  this  Act)  the  following  new  section: 

10  "ISSUANCE  OF  SUBPENAS  BY  COMPTROLLER  GENERAL 

11  uSec.  1125.  (a)  For  the  purpose  of  any  audit,  investi- 

12  gation,  examination,  a?ialysis,  review,  evaluation,  or  other 

13  function  authorized  by  law  with  respect  to  any  program 

14  authorized  under  this  Act,  the  Comptroller  General  of  the 

15  United  States  shall  have  power  to  sign  and  issue  subpenas 

16  to  any  person  requiring  the  production  of  any  pertinent 

17  books,  records,  documents,  or  other  information.  Subpenas 

18  so  issued  by  the  Comptroller  General  shall  be  served  by 

19  anyone  authorized  by  him  (1)  by  delivering  a  copy  thereof 

20  to  the  person  named  therein,  or  (2)  by  registered  mail  or 

21  by  certified  mail  addressed  to  such  person  at  his  last  dwelling 

22  place  or  principal  place  of  business.  A  verified  return  by  the 

23  person  so  serving  the  subpena  setting  forth  the  manner  of 

24  service,  or,  in  the  case  of  service  by  registered  mail  or  by 
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1  certified  mail,  the  return  post  office  receipt  therefor  signed 

2  by  the  person  so  served,  shall  he  proof  of  service. 

3  "(b)  In  case  of  contumacy  by,  or  refusal  to  obey  a 

4  subpena  issued  pursuant  to  subsection  ( a)  of  this  section  and 

5  duly  served  upon,  any  person,  any  district  court  of  the  United 

6  States  for  the  judicial  district  in  which  such  person  charged 

7  with  contumacy  or  refusal  to  obey  is  found  or  resides  or 

8  transacts  business,  upon  application  by  the  Comptroller  Gen- 

9  eral,  shall  have  jurisdiction  to  issue  an  order  requiring  such 

10  person  to  produce  the  books,  records,  documents,  or  other 

11  information  sought  by  the  subpena;  and  any  failure  to  obey 

12  such  order  of  the  court  may  be  punished  by  the  court  as  a 

13  contempt  thereof.  In  proceedings  brought  under  this  subsec- 

14  tion,  the  Comptroller  General  shall  be  represented  by  at- 

15  torneys  employed  in  the  General  Accounting  Office  or  by 

16  counsel  whom  he  may  employ  without  regard  to  the  provi- 

17  sions  of  title  5,  United  States  Code,  governing  appointments 

18  in  the  competitive  service,  and  the  provisions  of  chapter  51 

19  and  subchapters  III  and  VI  of  chapter  53  of  such  title  re- 

20  lating  to  classification  and  General  Schedule  pay  rates." . 

21  SUSPENSION  OF  PRACTITIONERS  CONVICTED  OF  MEDICARE- 

22  OR  MEDIC  AID-RELATED  CRIMES 

23  Sec.  7.  (a)  Section  1862  of  the  Social  Security  Act 

24  is  amended  by  adding  at  the  end  thereof  the  following  new 

25  subsection: 
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1  "(e)(1)   Whenever  the  Secretary  determines  that  a 

2  physician  or  other  individual  practitioner  has  been  convicted 

3  (on  or  after  the  date  of  the  enactment  of  this  subsection,  or 

4  within  such  period  prior  to  that  date  as  the  Secretary  shall 

5  specify  in  regulations)  of  a  criminal  offense  related  to  such 

6  physician's  or  practitioners  involvement  in  the  program 

7  under  this  title  or  the  program  under  title  XIX,  the  Secre- 

8  tary  shall  suspend  such  physician  or  practitioner  from  par- 

9  ticipation  in  the  program  under  this  title  for  such  period 

10  as  he  may  deem  appropriate;  and  no  payment  may  be  made 

11  under  this  title  with  respect  to  any  item  or  service  fur- 

12  nished  by  such  physician  or  practitioner  during  the  period 

13  of  such  suspension.  The  provisions  of  paragraphs  (2)  and 

14  (3)  of  subsection  (d)  shall  apply  with  respect  to  determina- 

15  tions  made  by  the  Secretary  under  this  subsection. 

16  "(2)  In  any  case  where  the  Secretary  under  paragraph 

17  (1 )  suspends  any  physician  or  other  individual  practitioner 

18  from  participation  in  the  program  under  this  title,  he  shall — 

19  "(A)  promptly  notify  each  single  State  agency  which 

20  administers  or  supervises  the  administration  of  a  State 

21  plan  approved  under  title  XIX  of  the  fact,  circum- 

22  stances,  and  period  of  such  suspension;  and 

23  "(B)  promptly  notify  the  appropriate  State  or  local 

24  agency  or  authority  having  responribility  for  the  li- 

25  censing  or  certification  of  such  physician  or  practitioner 
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1  of  the  fact  and  circumstances  of  such  suspension,  request 

2  that  appropriate  investigations  be  made  and  sanctions 

3  invoked  in  accordance  ivith  applicable  State  law  and 

4  policy,  and  request  that  such  State  or  local  agency  or 

5  authority  keep  the  Secretary  and  the  Inspector  General 

6  of  the  Department  of  Health,  Education,  and  Welfare 

7  fully  and  currently  informed  with  respect  to  any  actions 

8  taken  in  response  to  such  request." 

9  (b)  Section  1902(a)  of  such  Act  (as  amended  by  sec- 

10  Hons  2(b)  and  3(c)  of  this  Act)  is  amended—- 

11  (1)  by  striking  out  "and"  at  the  end  of  para- 

12  graph  (37); 

13  (2)  by  striking  out  the  period  at  the  end  of  para- 

14  graph  (38)  and  inserting  in  lieu  thereof  ";  and  ";  and 

15  (3)  by  inserting  after  paragraph  (38)  the  following 

16  new  paragraph: 

17  "(39)  provide  that,  subject  to  subsection  (g),  when- 

18  ever  the  single  State  agency  which  administers  or  sup- 

19  ervises  the  administration  of  a  State  plan  approved  under 

20  title  XIX  is  notified  by  the  Secretary  under  section  1862 

21  (e)(2)(A)  that  a  physician  or  other  individual  prac- 

22  titioner  has  been  suspended  from  participation  in  the 

23  program  under  title  XVIII,  the  agency  shall  promptly 

24  suspend  such  physician  or  practitioner  from  participa- 

25  tion  in  its  plan  under  this  title  for  not  less  than  the 
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1  period  specified  in  such  notice,  and  no  payment  may  be 

2  made  under  its  plan  with  respect  to  any  items  or  service 

3  furnished  by  such  physician  or  practitioner  during  the 

4  period  of  the  suspension  under  this  title." . 

5  (c)  Section  1902  of  such  Act  is  amended  by  adding 

6  after  subsection  (f)  the  following  new  subsection: 

7  "(g)  The  Secretary  may  waive  suspension  under  sub- 

8  section  (a)  (39)  of  a  physician's  or  practitioner's  partici- 

9  pation  in  a  State  plan  approved  under  this  title  and  of  the 

10  prohibition  under  such  subsection  of  payment  for  items  or 

11  services  furnished  by  him  during  the  period  of  such  suspen- 

12  sion,  if  the  single  State  agency  which  administers  or  supervises 

13  the  administration  of  a  State  plan  approved  under  title 

14  XIX  such  plan  submits  a  request  to  the  Secretary  for  such 

15  waiver  and  if  the  Secretary  approves  such  request". 

16  (d)  Section  332(c)  of  the  Public  Health  Service  Act 

17  (relating  to  considerations  in  the  designation  of  health  man- 

18  power  shortage  areas)  (as  added  by  section  407  of  the 

19  Health  Professions  Educational  Assistance  Act  of  1976)  is 

20  amended  by  inserting  after  paragraph  (2)  the  following  new 

21  paragraph: 

22  "(3)  The  extent  to  which  individuals  who  are  (A) 

23  residents  of  the  area,  members  of  the  population  group, 

24  or  patients  in  the  medical  facility  or  other  public  facility 

25  under  consideration  for  designation,  and  (B)  entitled 
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1  to  have  payment  made  for  medical  services  under  title 

2  XVIII  or  XIX  of  the  Social  Security  Act,  cannot  ob- 

3  tain  such  services  because  of  suspension  of  physicians 

4  from  the  programs  under  such  titles." '. 

5  (e)(1)  The  amendments  made  by  this  section  shall  ap- 

6  ply  with  respect  to  determinations  and  designations  made  on 

7  and  after  the  date  of  the  enactment  of  this  Act. 

8  (2)  The  amendment  made  by  subsection  (b)  shall  be- 

9  come  effective  on  January  1, 1978. 

10  DISCLOSURE  BY  PROVIDERS   OF   OWNERS  AND  CERTAIN 

11  OTHER  INDIVIDUALS  CONVICTED  OF  CERTAIN  OFFENSES 

12  Sec.  8.  (a)  Part  A  of  title  XI  of  the  Social  Security 

13  Act  is  amended  by  inserting  after  section  1125   ( added 

14  by  section  6  of  this  Act)  the  following  new  section: 

15  "DISCLOSURE   BY   INSTITUTIONS,    ORGANIZATIONS,  AND 

16  AGENCIES  OF  OWNERS  AND  CERTAIN  OTHER  INDIVID- 

17  UALS    WHO    HAVE   BEEN    CONVICTED    OF  CERTAIN 

18  OFFENSES 

19  "Sec.  1126.  ( a)  As  a  condition  of  participation  in 

20  or  certification  or  recertification  under  the  programs  estab- 

21  Hshed  by  titles  XVIII,  XIX,  and  XX,  any  hospital,  nursing 

22  facility,  or  other  institution,  organization,  or  agency  shall 

23  be  required  to  disclose  to  the  Secretary  or  to  the  appropriate 

24  State  agency  the  name  of  any  person  who — 

25  "(1)  has  a  direct  or  indirect  ownership  or  control 
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1  interest  of  5  'percent  or  more  in  such  institution,  organi- 

2  zation,  or  agency  or  is  an  officer,  director,  agent,  or 

3  managing  employee  (as  defined  in  subsection  (b))  of 

4  such  institution,  organization,  or  agency,  and 

5  "(%)  nas  been  convicted  (on  or  after  the  date  of 

6  the  enactment  of  this  section,  or  within  such  period 

7  prior  to  that  date  as  the  Secretary  shall  specify  in  regula- 

8  Hons)  of  a  criminal  offense  related  to  the  involvement  of 

9  such  person  in  any  of  such  programs. 

10  The  Secretary  or  the  appropriate  State  agency  shall  promptly 

11  notify  the  Inspector  General  in  the  Department  of  Health, 

12  Education,  and  Welfare  of  the  receipt  from  any  institution, 

13  organization,  or  agency  of  any  application  or  request  for  such 

14  participation,  certification,  or  recertification  which  discloses 

15  the  name  of  any  such  person,  and  shall  notify  the  Inspector 

16  General  of  the  action  taken  with  respect  to  such  application 

17  or  request. 

18  "(b)  For  the  purposes  of  this  section,  the  term  'managing 

19  employee1  means,  with  respect  to  an  institution,  organization, 

20  or  agency,  an  individual,  including  a  general  manager,  busi- 

21  ness  manager,  administrator,  and  director,  who  exercises 

22  operational  or  managerial  control  over  the  institution,  orga- 

23  nization,  or  agency,  or  who  directly  or  indirectly  conducts  the 

24  day-to-day  operations  of  the  institution,  organization,  or 

25  agency.". 
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1  (b)(1)  Section  1866  ( a)  of  such  Act  is  amended  by  add- 

2  ing  at  the  end  thereof  the  following  new  'paragraph: 

3  "(3)  The  Secretary  may  refuse  to  enter  into  or  renew 

4  an  agreement  under  this  section  with  a  provider  of  services 

5  if  any  person  who  has  a  direct  or  indirect  ownership  or  con- 

6  trol  interest  of  5  percent  or  more  in  such  provider,  or  who 

7  is  an  officer,  director,  agent,  or  managing  employee  ( as  de- 

8  fined  in  section  1126(b))  of  such  provider,  is  a  person  de- 

9  scribed  in  section  1126 '( a) ." '. 

10  (2)  Section  1866(b)  (2)  of  such  Act  is  amended  by 

11  inserting  before  the  period  at  the  end  thereof  the  following: 

12  or  (G)  that  such  provider  (at  the  time  the  agreement 

13  was  entered  into)  did  not  fully  and  accurately  make  any 

14  disclosure  required  of  it  by  section  1126(a),\ 

15  (c)  Section  1903  of  such  Act  is  amended  by  adding 

16  after  subsection  (m)  the  following  new  subsection: 

17  "(n)  The  State  agency  may  refuse  to  enter  into  any  con- 

18  tract  or  agreement  with  a  hospital,  nursing  home,  or  other 

19  institution,  organization,  or  agency  for  purposes  of  partici- 

20  pation  under  the  State  plan,  or  otherwise  to  approve  an  in- 

21  stitution,  organization,  or  agency  for  such  purposes,  if  any 

22  person  who  has  a  direct  or  indirect  ownership  or  control 

23  interest  of  5  percent  or  more  in  such  institution,  organization, 

24  or  agency,  or  who  is  an  officer,  director,  agent,  or  managing 

25  employee  (as  defined  in  section  1126(b) )  of  such  institution, 
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1  organization,  or  agency,  is  a  person  described  in  section 

2  1126 ( a)  (whether  or  not  such  institution,  organization,  or 

3  agency  has  in  effect  an  agreement  entered  into  with  the  Secre- 

4  tary  pursuant  to  section  1866  or  is  subject  to  a  suspension 

5  of  payment  order  issued  under  subsection  (j)  of  this  section)  ; 

6  and,  notwithstanding  any  other  provision  of  this  section, 

7  the  State  agency  may  terminate  any  such  contract,  agree- 

8  ment,  or  approval  if  it  determines  that  the  institution,  orga- 

9  nization,  or  agency  did  not  fully  and  accurately  make  any 

10  disclosure  required  of  it  by  section  1126(a)  at  the  time  such 

11  contract  or  agreement  was  entered  into  or  such  approval  was 

12  given". 

13  (d)  Section  2002(a)  of  such  Act  (as  amended  by 

14  section  3(d)  of  this  Act)  is  further  amended  by  adding 

15  at  the  end  thereof  the  following  new  paragraph: 

16  "(16)  Any  State  may  refuse  to  enter  into  a  contract  or 

17  other  arrangement  with  a  provider  of  services  for  purposes 

18  of  participation  under  the  program  established  by  this  title, 

19  or  otherwise  to  approve  a  provider  for  such  purposes,  if  any 

20  person  who  has  a  direct  or  indirect  ownership  or  control 

21  interest  of  5  percent  or  more  in  such  provider,  or  who  is 

22  an  officer,  director,  agent,  or  managing  employee  ( as  defined 

23  in  section  1126(b))  of  such  provider,  is  a  person  de- 

24  scribed  in  section  1126(a),  and  may  terminate  any  such 

25  contract,  arrangement,  or  approval  if  it  determines  that  the 
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1  provider  did  not  fully  and  accurately  make  any  disclosure 

2  required  of  it  by  section  1126(a)  at  the  time  the  contract 

3  or  arrangement  was  entered  into  or  the  approval  was  given.". 

4  (e)  The  amendments  made  by  this  section  shall  apply 

5  with  respect  to  contracts,  agreements,  and  arrangements 

6  entered  into  and  approvals  given  pursuant  to  applications  or 

7  requests  made  on  and  after  the  first  day  of  the  fourth  month 

8  beginning  after  the  date  of  the  enactment  of  this  Act. 

9  FEDERAL  ACCESS  TO  RECORDS 

10  Sec.  9.  Section  1902(a)  (27)  (B)  of  the  Social  Security 

11  Act  is  amended  by  inserting  "or  the  Secretary"  after  "State 

12  agency"  each  place  it  appears. 

13  CLAIMS  PROCESSING  AND  INFORMATION  RETRIEVAL 

14  SYSTEMS  FOR  MEDICAID  PROGRAMS 

15  Sec.  10.  (a)  Section  1903(a)(3)(B)  of  the  Social 

16  Security  Act  is  amended  by  striking  out  "notice  to  each  in- 

17  dividual  who  is  furnished  services  covered  by  the  plan  of 

18  the  specific  services  so  covered"  and  inserting  in  lieu  thereof 

19  "notice  to  each  individual  who  is  furnished  services  covered 

20  by  the  plan,  or  to  each  individual  in  a  sample  group  of 

21  individuals  who  are  furnished  such  services,  of  the  specific 

22  services  (other  than  confidential  services)  so  covered". 

23  (b )  The  amendment  made  by  subsection  ( a)  shall  apply 

24  with  respect  to  calendar  quarters  beginning  after  the  date 

25  of  the  enactment  of  this  Act. 
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1  RESTRICTION  ON  FEDERAL  MEDICAID  PAYMENTS;  ASSIGN- 

2  MENT  OF  RIGHTS  OF  PAYMENT;  INCENTIVE  PAYMENTS 

3  Sec.  11.  (a)  Section  1903  of  the  Social  Security  Act 

4  is  amended  by  adding  after  subsection   (n)    (added  by 

5  section  8(c)  of  this  Act)  the  following  new  subsections: 

6  "(o)  Notwithstanding  the  preceding  provisions  of  this 

7  section,  no  payment  shall  be  made  to  a  State  under  the  pre- 

8  ceding  provisions  of  this  section  for  expenditures  for  medical 

9  assistance  provided  for  an  individual  under  its  State  plan 

10  approved  under  this  title  to  the  extent  that  a  private  insurer 

11  ( as  defined  by  the  Secretary  by  regulation)  would  have  been 

12  obligated  to  provide  such  assistance  but  for  a  provision  of  its 

13  insurance  contract  which  has  the  effect  of  limiting  or  excludr 

14  ing  such  obligation  because  the  individual  is  eligible  for  or  is 

15  provided  medical  assistance  under  the  plan. 

16  11  (p)  (1)  When  a  political  subdivision  of  a  State  makes, 

17  for  the  State  of  which  it  is  a  political  subdivision,  or  one 

18  State  makes,  for  another  State,  the  enforcement  and  collection 

19  of  rights  of  support  or  payment  assigned  under  section  1912, 

20  pursuant  to  a  cooperative  arrangement  under  such  section 

21  (either  within  or  outside  of  such  State),  there  shall  be  paid 

22  to  such  political  subdivision  or  such  other  State  from  amounts 

23  which  would  otherwise  represent  the  Federal  share  of  pay- 

24  ments  for  medical  assistance  provided  to  the  eligible  individ- 

25  uals  on  whose  behalf  such  enforcement  and  collection  was 
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1  made,  an  amount  equal  to  15  percent  of  any  amount  collected 

2  which  is  attributable  to  such  rights  of  support  or  payment. 

3  "( 2)  Where  more  than  one  jurisdiction  is  involved  in 

4  such  enforcement  or  collection,  the  amount  of  the  incentive 

5  payment  determined  under  paragraph  (1)  shall  be  allocated 

6  among  the  jurisdictions  in  a  manner  to  be  prescribed  by  the 

7  Secretary.". 


8  (b)  Title  XIX  of  the  Social  Security  Act  is  amended  by 

9  adding  at  the  end  thereof  the  following  new  section: 

10  "assignment  of  rights  of  payment 

11  "Sec.  1912.  ( a)  For  the  purpose  of  assisting  in  the  col- 


12  lection  of  medical  support  payments  and  other  payments  for 

13  medical  care  owed  to  recipients  of  medical  assistance  under 

14  the  State  plan  approved  under  this  title,  a  State  plan  for  med- 

15  ical  assistance  may — 


16  u  (1)  provide  that,  as  a  condition  of  eligibility  for 

17  medical  assistance,  each  applicant  or  recipient  who  has 

18  legal  capacity  to  execute  an  assignment  for  himself,  or 

19  on  behalf  of  another  individual  who  is  eligible  to  receive 

20  medical  assistance  by  reason  of  the  requirements  of  this 

21  title  and  lacks  such  legal  capacity  to  make  an  assign- 

22  ment  for  himself,  will  be  inquired — 

23  ''(A)  to  assign  the  State  any  rights  to  support 

24  which  is  specified  as  support  for  the  purpose  of 

25  medical  care  by  a  court  or  administrative  order,  and 
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1  any  rights  to  payment  for  medical  care  from  any 

2  third  party,  which  such  applicant  or  recipient  may 

3  have  ( i)  on  his  own  behalf  or  in  behalf  of  such 

4  eligible  individual  lacking  such  legal  capacity,  and 

5  ( ii)  which  have  accrued  at  the  time  such  assignment 

6  is  executed;  and 

7  "(B)  to  cooperate  with  the  State  (i)  in  es- 

8  tablishing  the  paternity  of  the  eligible  individual 

9  lacking  such  legal  capacity  if  such  eligible  individual 

10  is  a  child  born  out  of  wedlock,  and  (ii)  in  obtaining 

11  such  support  and  such  payments  for  himself  and 

12  for  the  eligible  individual  lacking  such  legal  ca- 

13  pacity,  unless  (in  either  case)  such  applicant  or 

14  recipient  is  found  to  have  good  cause  for  refusing  to 

15  cooperate  as  determined  by  the  State  agency  in 

16  accordance  with  standards  prescribed  by  the  Secre- 

17  tary,  which  standards  shall  take  into  consideration 

18  the  best  interests  of  the  individuals  involved;  and 

19  "(2)  provide  for  entering  into  cooperative  arrange- 

20  ments  with  any  appropriate  agency  or  appropriate  or- 

21  ganizational  unit  of  any  agency  of  the  State,  or  of 

22  another  State,  and  with  appropriate  courts  and  law 

23  enforcement  officials  (i)   to  assist  the  State  or  local 

24  agency,  including  the  entering  into  of  financial  arrange- 

25  ments  with  such  agency,  organizational  unit,  courts,  and 
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1  officials  in  order  to  conduct  or  assist  in  the  conducting  of 

2  the  enforcement  and  collection  of  rights  to  support  or 

3  payment  assigned  under  this  section,  and  (ii)  with  re- 

4  spect  to  any  other  matters  of  common  concern  to  such 

5  agency,  organizational  unit,  courts,  or  officials  and  the 

6  State  or  local  agency. 

7  "(b)  Such  part  of  any  amount  collected  by  the  State 

8  under  an  assignment  made  under  the  provisions  of  this  sec- 

9  tion  shall  be  retained  by  the  State  as  is  necessary  to  reimburse 

10  it  for  medical  assistance  payments  made  to  such  individual 

11  on  whose  behalf  such  assignment  was  executed  ( with  appro- 

12  priate  reimbursement  of  the  Federal  Government  to  the  ex- 

13  tent  of  its  participation  in  the  financing  of  such  medical 

14  assistance) ,  and  the  remainder  of  such  amount  collected  shall 

15  he  paid  to  such  individual." . 

16  (c)  The  amendment  made  by  subsection  (a)  shall  apply 

17  with  respect  to  medical  assistance  provided  under  a  State 

18  plan  approved  under  title  XIX  of  the  Social  Security  Act, 

19  on  and  after  January  1, 1978. 

20  STUDY  AND  REVIEW  OF  MEDICARE  CLAIMS  PROCESSING 

21  Sec.  12.  The  Comptroller  General  of  the  United  States 

22  shall  conduct  a  comprehensive  study  and  review  of  the 

23  administrative  structure  established  for  the  processing  of 

24  claims  under  title  XVIII  of  the  Social  Security  Act,  for 

25  the  purpose  of  determining  whether  and  to  what  extent  more 
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1  efficient  claims  administration  under  such  title  could  be 

2  achieved — 

3  (1)  by  reducing  the  number  of  participating  inter- 

4  mediaries  and  carriers; 

5  (2)  by  making  a  single  organization  responsible 

6  for  the  processing  of  claims,  under  both  part  A  and 

7  part  B  of  such  title,  in  a  particular  geographic  area; 

8  (3)  by  providing  for  the  performance  of  claims 

9  processing  functions  on  the  basis  of  a  prospective  fixed 

10  price; 

11  (4)  by  providing  incentive  payments  for  the  most 

12  efficient  organizations;  or 

13  (5)  by  other  modifications  in  such  structure  and 

14  related  procedures. 

15  The  Comptroller  General  shall  submit  to  the  Congress  no 

16  later  than  July  1,  1979,  a  complete  report  setting  forth  the 

17  results  of  such  study  and  review,  together  with  his  findings 

18  and  his  recommendations  with  respect  thereto. 

19  ABOLITION  OF  PROGRAM  REVIEW  TEAMS  UNDER  MEDICARE 

20  Sec.  13.  (a)  Section  1862(d)  of  the  Social  Security 

21  Act  is  amended  by  striking  out  paragraph  ( 4) . 

22  (b)(1)  Section  1862(d)  (1 )  (B)  of  such  Act  is  amended 

23  by  striking  out      with  the  concurrence  of  the  appropriate 

24  program  review  team  appointed  pursuant  to  paragraph 

25  '(4),". 
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1  (2)  Section  1862 ( d)(l)  (C)  of  such  Act  is  amended  to 

2  read  as  follows: 

3  "(C)  has  furnished  sei^vices  or  supplies  which  are 

4  determined  by  the  Secretary,  on  the  basis  of  reports 

5  transmitted  to  him  in  accordance  with  section  1157  of 

6  this  Act  ( or ,  in  the  absence  of  any  such  report,  on  the 

7  basis  of  such  data  as  he  acquires  in  the  administration 

8  of  the  program  under  this  title),  to  be  substantially 

9  in  excess  of  the  needs  of  individuals  or  to  be  of  a  quality 

10  which  fails  to  meet  professionally  recognized  standards 

11  of  health  care." . 

12  (3)  Clause  (F)  of  section  1866(b)(2)  of  such  Act  is 

13  amended  to  read  as  follows:  "(F)  that  such  provider  has 

14  furnished  services  or  supplies  which  are  determined  by  the 

15  Secretary  to  be  substantially  in  excess  of  the  needs  of  individ- 

16  uals  or  to  be  of  a  quality  which  fails  to  meet  professionally 

17  recognized  standards  of  health  care". 

18  (4)  Section  1157  of  such  Act  is  amended  by  striking 

19  out  the  last  sentence. 

20  (c)  The  amendments  made  by  this  section  shall  take 

21  effect  on  the  date  of  the  enactment  of  this  Act. 

22  FISCAL  INTERMEDIARIES 

23  Sec.  14.  Section  1816  of  the  Social  Security  Act  is 

24  amended  by  adding  at  the  end  thereof  the  following  new 

25  subsection: 
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1  "(h)  The  Secretary  may  not  disapprove  a  proposed 

2  agreement  under  this  section,  terminate  an  agreement  under 

3  this  section,  or  make  a  determination  with  respect  to  whether 

4  an  agreement  or  proposed  agreement  is  consistent  with  the 

5  effective  and  efficient  administration  of  this  part  under  sub- 

6  section  (b)(1)(A)  or  (e)  (2)  (B) ,  solely  on  the  grounds  that 

7  the  agency  or  organization  requesting  such  agreement,  or  hav- 

8  ing  such  agreement,  serves  providers  located  only  in  a  single 

9  State,  or  on  the  grounds  that  any  provider  in  such  single 

10  State  is  served,  or  could  be  served,  by  another  agency  or  or- 

11  ganization  which  serves  providers  located  in  more  than  one 

12  Stater. 

13  DISCLOSURE  BY  PROVIDERS  OF  THE  HIRING  OF  CERTAIN 

14  FORMER  EMPLOYEES  OF  FISCAL  INTERMEDIARIES 

15  Sec.  IS.  (a)  Section  1866(a)(1)  of  the  Social  Se- 

16  curity  Act  is  amended — 

17  (1)  by  striking  out  the  period  at  the  end  of  sub~ 

18  paragraph  (C)  and  inserting  in  lieu  thereof  and"; 

19  and 

20  (2)  by  inserting  after  subparagraph  (G)  the  fol- 

21  lowing  new  subparagraph: 

22  "(D)  to  promptly  notify  the  Secretary  of  its  em- 

23  ployment  of  an  individual  who,  at  any  time  during  the 

24  year  preceding  such  employment,  was  employed  in  a 

25  managerial,  accounting,  auditing,  or  similar  capacity 
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1  (as  determined  by  the  Secretary  by  regulation)  by  an 

2  agency  or  organization  which  serves  as  a  fiscal  inter- 

3  mediary  or  carrier  (for  purposes  of  part  A  or  part  B, 

4  or  both,  of  this  title)  with  respect  to  the  provider". 

5  (b)  The  amendments  made  by  subsection  (a)  shall 

6  apply  with  respect  to  agreements  entered  into  or  renewed  on 

7  and  after  the  date  of  enactment  of  this  Act. 

8  PAYMENT  FOR  DURABLE  MEDICAL  EQUIPMENT 

9  SEC.  16.  (a)  Section  1833(f)  of  the  Social  Security 

10  Act  is  amended  to  read  as  follows : 

11  "(f)(1)  In  the  case  of  durable  medical  equipment  to  be 

12  furnished  an  individual  as  described  in  section  1861  (s)  (6) , 

13  the  Secretary  shall  determine,  on  the  basis  of  such  medical 

14  and  other  evidence  as  he  finds  appropriate  ( including  certifi- 

15  cation  by  the  attending  physician  with  respect  to  expected 

16  duration  of  need),  whether  the  expected  duration  of  the  medi- 

17  cal  need  for  the  equipment  warrants  a  presumption  that  pur- 

18  chase  of  the  equipment  would  be  less  costly  or  more  practical 

19  than  rental.  If  the  Secretary  determines  that  such  a  pre- 

20  sumption  does  exist,  he  shall  require  that  the  equipment  be 

21  purchased,  on  a  lease-purchase  basis  or  otherwise,  and  shall 

22  make  payment  in  accordance  with  the  lease-purchase  agree- 

23  ment  (or  in  a  lump  sum  amount  if  the  equipment  is  pur- 

24  chased  other  than  on  a  lease-purchase  basis);  except  that 

25  the  Secretary  may  authorize  the  rental  of  the  equipment  not- 

26  withstanding  such  determination  if  he  determines  that  the 
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1  purchase  of  the  equipment  would  be  inconsistent  with  the 

2  purposes  of  this  title  or  would  create  an  undue  financial 

3  hardship  on  the  individual  who  will  use  it. 

4  "(2)  With  respect  to  purchases  of  used  durable  medical 

5  equipment,  the  Secretary  may  waive  the  20  percent  coinsur- 

6  ance  amount  applicable  under  subsection  (a)  whenever  the 

7  purchase  price  of  the  used  equipment  is  at  least  25  percent 

8  less  than  the  reasonable  charge  for  comparable  new  equip- 

9  ment. 

10  "(3)  For  purposes  of  paragraph  (1),  the  Secretary 

11  may,  pursuant  to  agreements  made  with  suppliers  of  dura- 

12  ble  medical  equipment,  establish  reimbursement  procedures 

13  which  he  finds  to  be  equitable,  economical,  and  feasible. 

14  "(4)  The  Secretary  shall  encourage  suppliers  of  durable 

15  medical  equipment  to  make  their  equipment  available  to  indi- 

16  viduals  entitled  to  benefits  under  this  title  on  a  lease-pur- 

17  chase  basis  whenever  possible.". 

18  (b)  The  amendment  made  by  subsection  (a)  shall  apply 

19  with  respect  to  durable  medical  equipment  purchased  or 

20  rented  on  or  after  October  1,  1977. 

21  FUNDING  OF  STATE  MEDICAID  FRAUD  CONTROL  UNITS 

22  Sec.  17.  (a)  Section  1903(a)  of  the  Social  Security 

23  Act  is  amended  by  redesignating  paragraph  (6)  as  para- 

24  graph  (7)  and  by  inserting  after  paragraph  (5)  the  follow- 

25  ing  new  paragraph: 
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1  u(6)  subject  to  subsection  (b)(3),  an  amount  equal 

2  to  100  per  centum  of  the  sums  expended  during  each 

3  quarter  of  the  fiscal  year  beginning  October  1,  1977,  90 

4  per  centum  of  the  sums  expended  during  each  quarter  of 

5  the  fiscal  year  beginning  October  1,  1978,  and  75  per 

6  centum  of  the  sums  expended  during  each  quarter  of  the 

7  fiscal  year  beginning  October  1, 1979,  with  respect  to  costs 

8  incurred  during  such  quarter  ( as  found  necessary  by  the 

9  Secretary  for  the  elimination  of  fraud  in  the  provision 

10  and  administration  of  medical  assistance  provided  under 

11  the  State  plan)  which  are  attributable  to  establishment 

12  and  operation  of  (including  the  training  of  personnel 

13  employed  by)   a  State  medicaid  fraud  control  unit 

14  (described  in  subsection  (p));  plus". 

15  (b)  Section  1903(b)  of  such  Act  is  amended  by  insert- 

16  ing  after  paragraph  (2)  the  following  new  paragraph: 

17  "(3)  The  amount  of  funds  which  the  Secretary  is 

18  otherwise  obligated  to  pay  a  State  during  a  quarter  under 

19  subsection  (a)(7)  may  not  exceed  the  higher  of — 

20  "(A)  $125,000,  or 

21  "(B)  one-quarter  of  1  per  centum  of  the  sums 

22  expended  by  the  Federal,  State,  and  local  governments 

23  during  the  previous  quarter  in  carrying  out  the  State's 

24  plan  under  this  title.". 

25  (c)  Section  1903  of  such  Act  is  further  amended  by 
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1  inserting  after  subsection  (p)  (added  by  section  11(a)  of 

2  this  Act)  the  following  new  subsection: 

3  "(q)  For  the  purposes  of  this  section,  the  term  'State 

4  medicaid  fraud  control  unit'  means  a  single  identifiable  entity 

5  of  the  State  government  which  the  Secretary  certifies  ( and 

6  annually  recertifies)  as  meeting  the  following  requirements: 

7  "(1)  The  entity  (A)  is  a  unit  of  the  office  of  the 

8  State  Attorney  General  or  of  another  department  of 

9  State  government  which  possesses  statewide  authority  to 

10  prosecute  individuals  for  criminal  violations,  (B)  is  in 

11  a  State  the  constitution  of  which  does  not  provide  for  the 

12  criminal  prosecution  of  individuals  by  a  statewide  au- 

13  thority  and  has  formal  procedures,  approved  by  the 

14  Secretary,  which  (i)  assure  its  referral  of  suspected 

15  criminal  violations  relating  to  the  program  under  this 

16  title  to  the  appropriate  authority  or  authorities  in  the 

17  State  for  prosecution  and  (ii)  assure  its  assistance  of, 

18  and  coordination  with,  such  authority  or  authorities  in 

19  such  prosecutions,  or  (C)  is  an  entity  which  has  formal 

20  procedures  and  a  formal  working  relationship,  approved 

21  by  the  Secretary,  which  provide  effective  coordination 

22  with  the  Office  of  the  State  attorney  general  with  respect 

23  to  activities  directed  toward  detection,  investigation,  and 

24  prosecution  of  suspected  criminal  violations  relating  to 

25  the  program  under  this  title,  including  referral  of  such 
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1  suspected  violations  to  the  Office  of  the  State  attorney 

2  general. 

3  "(2)  The  entity  is  separate  and  distinct  from  the 

4  title  XIX  operating  agency  or  (if  different)  single  State 

5  agency  that  administers  or  supervises  the  administration 

6  of  the  State  plan  under  this  title. 

7  "(3)  The  entity's  function  is  conducting  a  statewide 

8  program  for  the  investigation  and  prosecution  of  viola- 

9  tions  of  all  applicable  State  laws  regarding  any  and  all 

10  aspects  of  fraud  in  connection  with  any  aspect  of  the 

11  provision  of  medical  assistance  and  the  activities  of  pro- 

12  viders  of  such  assistance  under  the  State  plan  under  this 

13  title. 

14  "(4)  The  entity  has  procedures  for  reviewing  com- 

15  plaints  of  the  abuse  and  neglect  of  patients  of  health  care 

16  facilities  which  receive  payments  under  the  State  plan 

17  under  this  title,  and,  where  appropriate,  for  acting  upon 

18  such  complaints  under  the  criminal  laws  of  the  State  or 

19  for  referring  them  to  other  State  agencies  for  action. 

20  11  (5)   The  entity  provides  for  the  collection,  or 

21  referral  for  collection  to  a  single  State  agency,  of  over- 

22  payments  made  under  the  State  plan  to  health  care 

23  facilities  and  discovered  by  the  entity  in  carrying  out 

24  its  activities. 

25  "( 6)  The  entity  employs  such  auditors,  attorneys, 
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1  investigators,  and  other  necessary  personnel  and  is 

2  organized  in  such  a  manner  as  is  necessary  to  promote 

3  the  effective  and  efficient  conduct  of  the  entity's  activities. 

4  "(7)  The  entity  submits  to  the  Secretary  an  ap- 

5  plication  and  annual  reports  containing  such  informa- 

6  Hon  as  the  Secretary  determines,  by  regulation,  to  be 

7  necessary  to  determine  whether  the  entity  meets  the 

8  other  requirements  of  this  subsection" . 

(d)  Section  402(a)(1)  of  the  'Social  Security  Amend- 

10  ments  of  1967  (Public  Law  90-248),  as  amended  by  section 

11  222  of  the  Social  Security  Amendments  of  1972  (Public 

12  Law  92-603)  is  amended — 


13  (1)  by  striking  out  "and"  at  the  end  of  subpara- 

14  graph  (H); 

15  (2)  by  striking  out  the  period  at  the  end  of  sub- 

16  paragraph  (I)  and  inserting  in  lieu  thereof  and"; 

17  and 

18  (3)  by  adding  after  subparagraph  (I)  the  follow- 

19  ing  new  subparagraph: 

20  "(J)    to   develop   or   demonstrate  improved 

21  methods  for  the  investigation  and  prosecution  of 

22  fraud  in  the  provision  of  care  or  services  under  the 

23  health  programs  established  by  the  Social  Security 

24  Act". 

25  (e)(1)  The  amendment  made  by  subsection  (a)  shall 
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1  apply  with  respect  to  calendar  quarters  beginning  after 

2  September  30,1977. 

3  (2)  The  Secretary  of  Health,  Education,  and  Welfare 

4  shall  establish  such  regulations,  not  later  than  ninety  days 

5  after  the  date  of  enactment  of  this  Act,  as  are  necessary 

6  to  carry  out  the  amendments  made  by  this  section. 

7  REPORT  ON  HOME  HEALTH  AND  OTHER  IN-HOME  SERVICES 

8  Sec.  18.  ( a)  Not  later  than  one  year  after  the  date  of 

9  enactment  of  this  Act,  the  Secretary  of  Health,  Education, 

10  and  Welfare  shall  submit  to  the  appropriate  committees  of 

11  the  Congress  a  report  analyzing,  evaluating,  and  making 

12  recommendations  with  respect  to,  all  aspects  (including  the 

13  availability,  administration,  provision,  reimbursement  pro- 

14  cedures,  and  cost)  of  the  delivery  of  home  health  and  other 

15  in-home  services  authorized  to  be  provided  under  titles 

16  XVIII,  XIX,  and  XX  of  the  Social  Security  Act. 

17  (b)  Such  report  shall  include  an  evaluation  of  the 

18  coordination  of  such  services  provided  under  the  different 

19  titles,  and  shall  also  include  recommendations  for  changes  in 

20  regulations  and  legislation  with  respect  to — 

21  (1 )  the  scope  and  definition  of  such  services  provided 

22  under  such  titles; 

23  (2)  the  requirements  for  an  individual  to  be  eligible 

24  to  receive  such  services  under  such  titles; 

25  (3)   the  standards  for  certification  of  providers 
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1  of  such  services  under  such  titles  and   (as  appro- 

2  priate)    the   uniformity   of  such  standards  for  the 

3  programs  under  the  different  titles; 

4  (4)  procedures  for  control  of  utilization  and  assur- 

5  ance  of  quality  of  such  services  under  such  titles,  includ- 

6  ing  (as  appropriate)  the  licensing  and  accreditation  of 

7  agencies  providing  such  services,  a  certification  of  need 
program  with  respect  to  the  offering  of  such  services, 
and  the  development  and  use  of  norms  and  standards 

10  for  review  of  the  utilization  and  quality  of  such  services; 

11  (5)  methods  of  reimbursement  for  such  services, 

12  including  (A)  methods  of  comparing  costs  incurred  by 

13  providers  of  such  services  in  order  to  determine  the 

14  reasonableness  of  such  costs  and  (B)  methods  which 

15  provide  for  more  uniform  reimbursement  procedures 
under  titles  XVIII  and  XIX  of  the  Social  Security  Act; 

17  and 

18  (6)  the  prevention  of  fraud  and  abuse  in  the 

19  delivery  of  such  services  under  such  titles, 

20  the  reasons  for  such  recommendations,  an  analysis  of  the 

21  impact  of  implementing  such  recommendations  on  the  cost  of 

22  such  services  and  the  demand  for  such  services,  and  the 

23  methods  of  financing  any  recommended  increased  provision 
2^  of  such  services  under  such  titles. 

25  (c)  In  developing  the  report  the  Secretary  shall  consult 
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1  with  professional  organizations,   experts,   and  individual 

2  health  professionals  in  the  field  of  home  health  and  other 

3  in-home  services  and  with  providers,  private  insurers,  and 

4  consumers  of  such  services. 

5  ESTABLISHMENT  OF  UNIFORM  REPORTING  SYSTEMS  FOR 

6  DIFFERENT  TYPES  OF  HEALTH  SERVICES  FACILITIES 

7  AND  ORGANIZATIONS;  MAKING  OF  REPORTS  UNDER 

8  MEDICARE  AND  MEDICAID  PROGRAMS  IN  ACCORDANCE 

9  WITH  SUCH  SYSTEMS 

10  Sec.  19.  (a)  Part  A  of  title  XI  of  this  Social  Security 

11  Act  is  amended  by  inserting  after  section  1120  the  following 

12  new  section: 

13  "UNIFORM  REPORTING  SYSTEMS  FOR  HEALTH  SERVICES 

14  FACILITIES  AND  ORGANIZATIONS 

15  "Sec.  1121.  (a)  For  the  purposes  of  reporting  the 

16  cost  of  services  provided  by,  of  planning,  and  of  measuring 

17  and  comparing  the  efficiency  of  and  effective  use  of  services 

18  in,  hospitals,  skilled  nursing  facilities,  intermediate  care 

19  facilities,  home  health  agencies,  health  maintenance  organi- 

20  zations,  and  other  types  of  health  services  facilities  and  or- 

21  ganizations  to  which  payment  may  be  made  under  this  Act, 

22  the  Secretary  shall  establish  by  regulation,  for  each  such 
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1  "(1)  The  aggregate  cost  of  operation  and  the  ag- 

2  gregate  volume  of  services. 

3  "(2)  The  costs  and  volume  of  services  for  various 

4  functional  accounts  and  subaccounts. 

5  "(3)  Rates,  by  category  of  patient  and  class  of 

6  purchaser. 

7  "(4)  Capital  assets,  as  defined  by  the  Secretary, 


8  including  (as  appropriate)  capital  funds,  debt  service, 

lease  agreements  used  in  lieu  of  capital  funds,  and 

10  the  value  of  land,  facilities,  and  equipment 

11  "(5)  Discharge  and  bill  data. 

12  The  uniform  reporting  system  for  a  type  of  health  services 

13  facility  or  organization  shall  provide  for  appropriate  vari- 

14  ation  in  the  application  of  the  system  to  different  classes  of 

15  facilities  or  organizations  within  that  type  and  shall  be 

16  established,  to  the  extent  practicable,  consistent  with  the  co- 

17  operative  system  for  producing  comparable  and  uniform 

18  health  information  and  statistics  described  in  section  306(e) 

19  (1)  of  the  Public  Health  Service  Act.  However,  hospitals 

20  shall  employ  the  chart  of  accounts,  definitions,  principles,  and 

21  statistics,  prescribed  by  the  Secretary,  in  order  to  reach  a 

22  uniform  reconciliation  of  financial  and  statistical  data  for 

23  specified  uniform  reports  to  be  provided  to  the  Secretary. 

24  "(b)  The  Secretary  shall— 
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1  "(1)  monitor  the  operation  of  the  systems  estab- 

2  lished  under  subsection  (a)  ; 

3  "(2)  assist  with  and  support  demonstrations  and 

4  evaluations  of  the  effectiveness  and  cost  of  the  operation 

5  of  such  systems  and  encourage  State  adoption  of  such 

6  systems;  and 

7  "(3)  periodically  revise  such  systems  to  improve 

8  their  effectiveness  and  diminish  their  cost. 

9  "(c)  The  Secretary  shall  provide  information  obtained 


10  through  use  of  the  uniform  reporting  system  described  in 

11  subsection  (a)  in  a  useful  manner  and  format  to  appropriate 

12  agencies  and  organizations,  including  health  systems  agencies 

13  ( designated  under  section  1515  of  the  Public  Health  Service 

14  Act)  and  State  health  planning  and  development  agencies 

15  (designated  under  section  1521  of  such  Act),  as  may  be 

16  necessary  to  carry  out  such  agencies'  and  organizations1 

17  functions.". 

18  (b)  (1)  Section  1861  (v)(l)  of  the  Social  Security  Act 

19  is  amended  by  adding  after  subparagraph  (E)  the  following 

20  new  subparagraph  : 

21  "(F)  Such  regulations  shall  require  each  provider  of 

22  services  ( other  than  a  fund)  to  make  reports  to  the  Secretary 

23  of  information  described  in  section  1121(a)  in  accordance 
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1  with  the  uniform  reporting  system  (established  under  such 

2  section)  for  that  type  of  provider". 

3  (2)  Section  1902(a)  of  such  Act  (as  amended  by  sec- 

4  tions  2(b),  3(c),  and  7(b)  of  this  Act)  is  amended — 

5  (A)  by  striking  out  "and"  at  the  end  of  paragraph 

6  (38); 

(B)  by  striking  out  the  period  at  the  end  of  para- 
8  graph  (39)  and  inserting  in  lieu  thereof  ";  and" ;  and 

(C)  by  inserting  after  paragraph  (39)  the  follow- 

10  ing  new  paragraph : 

11  "(40)  require  each  health  services  facility  or  orga- 

12  nization  which  receives  payments  under  the  plan  and 

13  of  a  type  for  which  a  uniform  reporting  system  has  been 

14  established  under  section  1121(a)  to  make  reports  to 

15  the  Secretary  of  information  described  in  such  section 

16  in  accordance  with  the  uniform  reporting  system  (estab- 

17  lished  under  such  section)  for  that  type  of  facility 

18  or  organization". 

19  (c)(1)  The  Secretary  of  Health,  Education,  and  Wel- 

20  fare  shall  establish  the  systems  described  in  section  1121(a) 

21  of  the  Social  Security  Act  (added  by  subsection  (a)  of  this 

22  section)  only  after  consultation  with  interested  parties  and — 

23  (A)  for  hospitals,  skilled  nursing  facilities,  and 
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1  intermediate  care  facilities,  not  later  than  the  end  of  the 

2  one-year  period,  and 

3  (B)  for  other  types  of  health  services  facilities  and 

4  organizations,  not  later  than  the  end  of  the  two-year 

5  period, 

6  beginning  on  the  date  of  enactment  of  this  Act. 

7  (2)  (A)  The  amendments  made  by  subsection  (b)  shall 

8  apply,  with  respect  to  operations  of  a  hospital,  skilled  nurs- 

9  ing  facility,  or  intermediate  care  facility,  on  and  after  the 

10  first  day  of  its  first  fiscal  year  which  begins  after  the  end  of 

11  the  six-month  period  beginning  on  the  date  a  uniform  report- 

12  ing  system  is  established  (under  section  1121(a)  of  the  So- 

13  cial  Security  Act)  for  that  type  of  health  services  facility. 

14  (B)  The  amendments  made  by  subsection  (b)  shall  apply, 

15  with  respect  to  the  operation  of  a  health  services  facility  or 

16  organization  which  is  neither  a  hospital,  a  skilled  nursing 

17  facility,  nor  an  intermediate  care  facility,  on  and  after  the 

18  first  day  of  its  first  fiscal  year  which  begins  after  such  date 

19  as  the  Secretary  of  Health,  Education,  and  Welfare  deter- 

20  mines  to  be  appropriate  for  the  implementation  of  the  report- 

21  ing  requirement  for  that  type  of  facility  or  organization. 

22  (C)  Except  as  provided  in  subparagraphs  (A)  and  (B), 

23  the  amendments  made  by  subsection  (b)(2)  shall  apply,  with 

24  respect  to  State  plans  approved  under  title  XIX  of  the  Social 

25  Security  Act,  on  and  after  October  1, 1977. 
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1  DELAY  IN,  AND  WAIVER  OF,  IMPOSITION  OF  REDUCTION  OF 

2  FEDERAL  MEDICAL  ASSISTANCE  PERCENTAGE  DUE  TO 

3  A  state's  FAILURE  TO  HAVE  AN  EFFECTIVE  MEDIC- 

4  AID  UTILIZATION  CONTROL  PROGRAM 

5  Sec.  20.  (a)  Section  1903(g)  of  the  Social  Security 

6  Act  is  amended — 

7  (1)  by  striking  out  "With  respect  to"  in  the  first 

8  sentence  of  paragraph  (1)  and  inserting  in  lieu  thereof 

9  "Subject  to  paragraphs  (5)  and  (6),  with  respect  to"; 

10  (2)  by  striking  out  "by  33^  per  centum  thereof 

11  in  paragraph  (1)  and  inserting  in  lieu  thereof  "as  deter- 

12  mined  under  the  provisions  of  paragraph  (3)"; 

13  (3)  by  inserting  "timely'  in  paragraph  (2)  before 

14  "sample  onsite  surveys"  ;  and 

15  (4)  by  adding  after  paragraph  (2)  the  following 

16  new  paragraphs: 

17  "(3)  In  the  case  of  a  State  with  respect  to  which  a 

18  reduction  in  the  Federal  medical  assistance  percentage  is 

19  required  under  the  provisions  of  paragraph   (1),  such 

20  Federal  medical  assistance  percentage  shall  be  reduced  by 

21  a  percentage  equal  to  33^  per  centum  multiplied  by  a  frac- 

22  tion,  the  denominator  of  which  is  equal  to  the  total  number  of 

23  patients  with  respect  to  whom  the  provisions  ( as  contained 

24  in  paragraph  (1) )  relating  to  the  making  of  a  satisfactory 

25  showing  are  applicable,  and  the  numerator  of  which  is  equal 
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1  to  the  number-  of  such  patients  with  respect  to  whom  such 

2  a  showing  was  not  made  in  accordance  with  such  paragraph 

3  (after  application  of  paragraphs  ( A)  and  (5)  ) . 

4  "(A)  The  Secretary  may  not  find  the  showing  of  a  State, 

5  with  respect  to  a  calendar  quarter  under  paragraph  (1), 

6  to  be  satisfactory  if  the  showing  is  submitted  to  the  Secretary 

7  later  than  the  30th  day  after  the  last  day  of  the  calendar 

8  quarter,  unless  the  State  demonstrates  to  the  satisfaction  of 

9  the  Secretary  good  cause  for  not  meeting  such  deadline. 


10  11  (5)  No  reduction  in  the  Federal  medical  assistance  per- 
il   centage  of  a  State  otherwise  required  to  be  imposed  under 

12  this  subsection  shall  take  effect — 

13  "(A)  if  such  reduction  is  due  to  the  State's  unsatis- 

14  factory  or  invalid  showing  made  with  respect  to  a  cal- 

15  endar  quarter  beginning  prior  to  January  1,  1978; 

16  "(B)  unless  a  notice  of  such  decrease  has  been  pro- 

17  vided  to  the  State  at  least  thirty  days  before  the  date 

18  such  decrease  takes  effect;  or 

19  "(C)  if  such  reduction  is  due  to  the  State's  unsatis- 

20  factory  or  invalid  showing  made  with  respect  to  a 

21  calendar  quarter  beginning  after  December  31,  1977, 

22  unless  notice  of  such  reduction  has  been  provided  to  the 

23  State  no  later  than  the  first  day  of  the  fourth  calendar 

24  quarter  following  the  calendar  quarter  with  respect  to 

25  which  such  showing  was  made. 
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1  "(6)  The  Secretary  is  authorized  to  waive  the  application 

2  of  all  or  part  (as  is  appropriate)  of  any  reduction  in  the 

3  Federal  medical  assistance  percentage  of  a  State  otherwise 

4  required  to  be  imposed  under  paragraph  (1)  in  any  case  in 

5  which  the  Secretary  determines  that  the  unsatisfactory  or  in- 

6  valid  showing  made  by  the  State  is  of  a  technical  nature  only, 

7  or  is  due  to  circumstances  beyond  the  control  of  the  State. 

8  "(7)  The  Secretary  shall  submit  to  Congress,  not  later 

9  than  sixty  days  after  the  end  of  each  calendar  quarter,  a 

10  report  on — 

11  "(A)  his  determination  as  to  whether  or  not  each 

12  showing,  made  under  paragraph  (1)  by  a  State  with  re- 

13  sped  to  the  calendar  quarter,  has  been  found  to  be  satis- 

14  factory  under  such  paragraph; 

15  "(B)  his  review  (through  onsite  surveys  and  other- 

16  wise)  under  paragraph  (2)  of  the  validity  of  showings 

17  previously  submitted  by  a  State;  and 

18  "(C)  any  reduction  in  the  Federal  medical  assist- 
1^          ance  percentage  he  has  imposed  on  a  State  because  of 

its  submittal  under  paragraph  (1)  of  an  unsatisfactory 
2^  or  invalid  showing." . 

(b)  Section  1902(a)  (26)  of  the  Social  Security  Act  is 
23    amended  by  inserting  after  "social  service  personnel"  the 
following:     or,  in  the  case  of  skilled  nursing  facilities,  com- 
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1  posed  of  physicians  or  registered  nurses  and  other  appropriate 

2  health  and  social  service  personnel' '. 

3  (c)  The  amendments  made  by  this  section  shall  be  ef- 

4  fective  on  October  1,  1977,  and  the  Secretary  of  Health,  Ed- 

5  ucation,  and  Welfare  shall  promptly  adjust  payments  made  to 

6  States  under  section  1903  of  the  Social  Security  Act  to  reflect 

7  the  changes  made  by  such  amendments. 

8  PROTECTION  OF  PATIENT  FUNDS 

9  Sec.  21.  (a)  Section  1861  (j)  of  the  Social  Security 

10  Act  is  amended  by  striking  out  uand'  at  the  end  of  para- 

11  graph  (13)  and  inserting  immediately  after  such  paragraph 

12  (13)  the  following  new  paragraph: 

13  "(14)  establishes  and  maintains  a  system  which 

14  shall  assure  a  full  and  complete  accounting  of  patients'1 

15  personal  funds,  including  the  use  of  a  separate  account 

16  for  patient  funds  which  shall  preclude  any  commingling 

17  of  such  funds  with  facility  funds  or  with  the  funds  of 

18  any  person  other  than  another  such  patient;  and" . 

19  (b)  The  Secretary  of  Health,  Education,  and  Welfare 

20  shall,  by  regulation,  define  those  costs  which  may  be  charged 

21  to  the  personal  funds  of  patients  in  skilled  nursing  facilities 

22  who  are  individuals  receiving  benefits  under  the  provisions 

23  of  title  XV III,  or  under  a  State  plan  approved  under  the 

24  provisions  of  title  XIX,  of  the  Social  Security  Act,  and 

25  those  costs  which  are  to  be  included  in  the  reasonable  cost 
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1  or  reasonable  charge  for  extended  care  services  as  determined 

2  under  the  provisions  of  title  XVIII,  or  for  skilled  nursing 

3  care  or  intermediate  care  as  determined  under  the  provisions 

4  of  title  XIX. 

5  (c)(1)  The  amendments  made  by  subsection  (a)  shall 

6  be  effective  on  the  first  day  of  the  first  calendar  quarter  which 

7  begins  more  than  six  months  after  the  date  of  enactment 

8  of  this  Act. 

9  (2)  The  Secretary  of  Health,  Education,  and  Welfare 

10  shall  issue  regulations  as  required  under  subsection  (b) 

11  within  ninety  days  after  the  date  of  enactment  of  this  Act. 

12  PAYMENT  FOR  INSTITUTIONAL  CARE  BEYOND  DATE 

13  DETERMINED  MEDICALLY  NECESSARY 

14  Sec.  22.  (a)  Section  1158  of  the  Social  Security  Act  is 

15  amended — 

16  (1)  in  subsection  (a),  by  inserting  uand  subsection 

17  ( d)"  immediately  after  " section  1159" ;  and 

18  (2)  by  adding  after  subsection  (c)  (as  added  by 

19  section  5(d)(1)  of  this  Act)  the  folloiving  new  sub- 

20  section: 

21  "(d)  In  any  case  in  which  a  Professional  Standards 

22  Review  Organization  disapproves  (under  subsection  (a)) 

23  of  inpatient  hospital  services  or  posthospital  extended  care 

24  services,  payment  may  be  made  for  such  services  furnished 

25  before  the  second  day  after  the  day  on  which  the  provider 
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1  received  notice  of  such  disapproval,  or,  if  such  organization 

2  determines  that  more  time  is  required  in  order  to  arrange 

3  postdischarge  care,  payment  may  be  made  for  such  services 

1  furnished  before  the  fourth  day  after  the  day  on  which  the 
5  provider  received  notice  of  such  disapproval." . 

>  (b)  The  amendment  made  by  subsection  (a)  shall  be 
■■■  effective  on  the  date  of  enactment  of  this  Act. 

*  PROSECUTION  OF  CIVIL  FRAUD  BY  INSPECTOR  GENERAL 

}  Sec.  23.  (a)  Section  203(a)  of  the  Act  of  October  15, 

^  1976  (Public  Law  94-505),  relating  to  the  Office  of  In- 

L  spector  General  is  amended — 

2  (1)  by  striking  out  uand"  at  the  end  of  paragraph 

*  (3); 

t  (2)  by  striking  out  the  period  at  the  end  of  para- 

)  graph  (4)  and  inserting  in  lieu  thereof  a  semicolon  and 

>  the  word  iland" ;  and 

I  (3)  by  adding  at  the  end  thereof  the  following  new 

1  paragraph: 

J  "(5)  to  bring  civil  actions  on  behalf  of  the  United 

)  States  in  cases  of  alleged  civil  fraud  relating  to  any 

L  health  related  program  established  or  totally  or  partially 

2  funded  under  any  provision  of  the  Social  Security  Act, 
5  if  no  such  civil  action  has  been  initiated  by  the  Depart- 
ment of  Justice  within  a  period  of  six  months  following 


>         a  formal  referral  of  such  case  of  alleged  fraud  by  the 
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1  Department  to  the  Department  of  Justice  and  when  such 

2  action  is  appropriate  in  the  opinion  of  the  Inspector 

3  General." . 

4  (b)  The  amendments  made  by  this  section  shall  be  effec- 

5  tive  on  the  the  date  of  enactment  of  this  Act. 

6  UTILIZATION  REVIEW  DEMONSTRATION  PROJECTS. 

7  Sec.  24.  (a)(1)  The  Secretary  of  Health,  Education, 

8  and  Welfare  is  authorized  and  directed,  upon  application  of 

9  any  eligible  State,  to  establish  in  such  State  a  demonstration 

10  project  for  the  purpose  of  evaluating  the  effectiveness  of  Pro- 

11  fessional  Standards  Revieiv  Organizations  ( as  defined  in  part 

12  B  of  title  XI  of  the  Social  Security  Act)  in  comparison  with 

13  the  effectiveness  of  alternative  State  methods  for  utilization 

14  review  of  providers  under  the  State's  plan  approved  under 

15  title  XIX  of  the  Social  Security  Act. 

16  (2)  In  order  to  be  eligible  for  demonstration  projects 

17  established  under  this  section  a  State  must — 

18  (A)  have  had  in  operation  on  August  5,  1977,  one 

19  or  more  Professional  Standards  Review  Organizations 

20  (including   an   organization    conditionally  designated 

21  under  section  1154  of  the  Social  Security  Act)  within 

22  such  State; 

23  (B)  have  had  in  operation  on  August  5,  1977,  a 

24  program  under  which  State  employees  assigned  to  and 

25  located  within  given  hospitals  routinely  review,  on  site, 
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1  the  medical  necessity  of  inpatient  hospital  care  and  serv- 

2  ices  in  general  short-term  hospitals  for  which  payments 

3  are  made  under  a  State  plan  approved  under  title  XIX 

4  of  the  Social  Security  Act;  and 

5  (C)  submit  an  application  for  such  a  demonstration 

6  project,  in  such  manner,  and  containing  such  informa- 

7  Hon,  as  the  Secretary  may  prescribe,  prior  to  May  1, 

8  1978. 

9  (3)  Demonstration  projects  established  under  this  section 
10  shall  be  established  in  Professional  Standards  Review  Or  ga- 
ll nization  areas  the  population  of  which  are  representative  of 

12  the  statewide  population  of  recipients  of  assistance  under 

13  the  State  plan  approved  under  title  XIX  of  the  Social  Se- 

14  curity  Act  and  which  represent  a  significant  proportion  of 

15  the  statewide  total  of  patient  days  for  which  payments  are 

16  made  under  such  plan. 

17  (4)  Not  more  than  four  Professional  Standards  Review 

18  Organization  areas  in  any  single  State  shall  be  utilized  in  a 

19  demonstration  project  established  in  such  State  under  this 

20  section. 

21  (b)(1)  For  purposes  of  carrying  out  the  demonstration 

22  projects  established  under  this  section  the  Secretary  shall 

23  select,  with  the  concurrence  of  the  State  in  which  the  project 

24  is  established,  an  independent  organization  which  shall — 

25  (A)  establish  a  study  design  by  which  to  evaluate 
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1  the  comparative  effectiveness  of  the  Professional  Stand- 

2  ards  Review  Organization  and  the  alternative  State 

3  method  of  utilization  review;  and 

4  (B)  monitor,  evaluate,  and  report  the  findings  of 

5  the  project. 

6  (2)  In  evaluating  the  effectiveness  of  the  Professional 

7  Standards  Review  Organizations  and  the  alternative  State 

8  methods  of  utilization  review,  the  independent  organization 

9  shall  examine — 

10  (A )  the  number  of  admissions  to  institutions; 

11  (B)  lengths  of  stay  in  institutions; 

12  (C)  the  number  of  patient  days; 

13  (D )  operating  costs  of  institutions; 

14  (E)  the  quality  of  patient  care; 

15  (F)  the  medical  appropriateness  of  the  approval 

16  or  denial  of  care  and  service; 

17  (G)  the  timeliness  of  decisions; 

18  (H)  administrative  considerations; 

19  (I)  changes  in  the  number  of  providers; 

20  (J)  the  number  of  available  beds  in  institutions; 

21  and 

22  (K)  any  other  factors  which  may  affect  the  statis- 

23  tical  validity  of  the  project. 

24  (3)  In  establishing  the  study  design  for  projects  the 

25  independent  organization  shall  assign  the  title  XIX  review 


159 

1  responsibilities,  with  respect  to  given  hospitals  within  the 

2  Professional  Standards  Review   Organization  demonstra- 

3  tion  area,  as  equally  as  possible,  with  respect  to  which 

4  hospitals  each  party  shall  review,  between  the  Professional 

5  Standards  Review  Organization  and  the  State  involved. 

6  (c)  During  the  course  of  any  demonstration  project 

7  established  under  this  section  the  decisions  of  the  Professional 

8  Standards  Review  Organization  and  the  State  shall  each 

9  be  binding  for  payment  purposes  ( subject  to  other  applicable 

10  provisions  of  law)  with  respect  to  the  group  of  providers 

11  for  which  each  has  review  responsibility  under  the  demonstra- 

12  tion  project. 

13  (d)  A  project  established  under  this  section  shall  operate 

14  for  a  period  of  two  years  unless  terminated  at  an  earlier 

15  date  by  the  Secretary  or  by  the  State  involved.  A  determina- 

16  tion  by  the  Secretary  to  terminate  such  a  project  shall  be 

17  final  and  shall  not  be  subject  to  judicial  review. 

18  (e)  Professional  Standards  Review  Organizations  within 

19  a  State  which  is  participating  in  a  demonstration  project 

20  under  this  section,  but  which  are  not  involved  in  such  project, 

21  shall  be  subject  to  applicable  provisions  of  law  without  regard 

22  to  the  provisions  of  this  section. 

23  (f)(1)  Payments  for  expenses  incurred  by  Professional 

24  Standards  Review  Organizations  which  participate  in  dern- 

25  onstration  projects  established  under  this  section  shall  be  made 
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1  in  the  manner  prescribed  in  section  1168  of  the  Social  Se- 

2  curity  Act. 

3  (2)  Amounts  expended  by  a  State  on  account  of  par- 

4  ticipation  in  demonstration  projects  established  under  this 

5  section  shall  be  considered,  for  purposes  of  section  1903  of 

6  title  XIX  of  the  Social  Security  Act,  to  be  expenses  necessary 

7  for  the  proper  and  efficient  administration  of  the  State's  plan 

8  approved  under  such  title. 

9  (3)  Amounts  expended  by  an  independent  organization 

10  selected,  under  the  provisions  of  subsection  (b)(1)  which  are 

11  necessary  and  proper  for  carrying  out  the  requirements  of 

12  such  subsection  shall  be  reimbursed  by  the  Secretary  from 

13  funds  authorized  under  section  1901  of  the  Social  Security 

14  Act. 

15  (g)  The  Secretary  shall  submit  to  the  Congress  and  to 

16  the  President  reports  with  respect  to  the  results  of  any 

17  projects  established  under  this  section.  An  interim  report  on 

18  each  such  project  shall  be  submitted,  at  the  end  of  one  year 

19  of  operation  of  such  project,  and  a  final  report  shall  be 

20  submitted  within  three  months  after  the  completion  (or  termi- 

21  nation)  of  such  project. 

22  (h)  Except  as  otherwise  specifically  provided  under  the 

23  provisions  of  this  section,  review  and  evaluation  of  care 

24  provided  under  title  XVIII  and  under  State  plans  approved 

25  under  title  V  and  title  XIX  of  the  Social  Security  Act  shall 
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1  be  undertaken  in  demonstration  projects  under  this  section 

2  in  the  same  manner  as  prescribed  under  such  titles. 

3  PAYMENT  FOR  CERTAIN  HOSPITAL  SERVICES  PROVIDED  IN 

4  VETERANS'  ADMINISTRATION  HOSPITALS 

5  Sec.  25.  (a)  Section  1814(c)  of  the  Social  Security 

6  Act  is  amended  by  inserting  "or  subsection  (])"  immediately 

7  after  "subsection  (d)". 

8  (b)  Section  1814  of  such  Act  is  further  amended  by 

9  adding  at  the  end  thereof  the  following  new  subsection: 

10  "Payment  for  Certain  Hospital  Services  Provided 

11  in  Veterans  Administration  Hospitals 

12  Payments  shall  also  be  made  to  any  hospital 

13  operated  by  the  Veterans  Administration  for  inpatient  hos- 

14  pital  services  furnished  in  a  calendar  year  by  the  hospital  or 

15  under  arrangements  (as  defined  in  section  1861  (ir) J  with 

16  if,  to  an  individual  entitled  to  hospital  benefits  under  section 

17  226  even  though  such  hospital  is  a  Federal  provider  of  serv- 

18  ices  if  (A)  such  individual  was  not  entitled  to  have  such 

19  services  furnished  to  him  free  of  charge  by  such  hospital, 

20  (B)  such  individual  was  admitted  to  such  hospital  in  the 

21  reasonable  belief  on  the  part  of  the  admitting  authorities  that 

22  such  individual  was  a  person  who  was  entitled  to  have  such 

23  services  furnished  to  him  free  of  charge,  (G)  the  authorities 
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1  of  such  hospital,  in  admitting  such  individual,  and  the  indi- 

2  vidual,  acted  in  good  faith,  and  (D)  such  services  were  fur- 

3  nished  during  a  period  ending  with  the  close  of  the  day  on 

4  which  the  authorities  operating  such  hospital  first  became 

5  aware  of  the  fact  that  such  individual  was  not  entitled  to 

6  have  such  services  furnished  to  him  by  such  hospital  free  of 

7  charge,  or  (if  later)  ending  with  the  first  day  on  which  it 

8  was  medically  feasible  to  remove  such  individual  from  such 

9  hospital  by  discharging  him  therefrom  or  transferring  him 

10  to  a  hospital  which  has  in  effect  an  agreement  under  this 

11  title. 

12  11  (2)  Payment  for  services  described  in  paragraph  (1) 

13  shall  be  in  an  amount  equal  to  the  charge  imposed  by  the 

14  Veterans  Administration  for  such  services,  or  (if  less)  the 

15  reasonable  costs  for  such  services  (as  estimated  by  the  Secre- 

16  tary).  Any  such  payment  shall  be  made  to  the  entity  to 

17  which  payment  for  the  services  involved  would  have  been 

18  payable,  if  payment  for  such  services  had  been  made  by  the 

19  individual  receiving  the  services  involved  (or  by  another 

20  private  person  acting  on  behalf  of  such  individual) .". 

(c)   The  amendments  made  by  this  section  shall  be 

22  applicable  in  the  case  of  inpatient  hospital  services  furnished 

23  on  and  after  July  1,  1974. 


163 

1  HOSPITAL     INSURANCE     FOR     INDIVIDUALS,      AGE  60 

2  THROUGH  6^,  WHO  ARE  ENTITLED  TO  BENEFITS  UNDER 

3  SECTION  202  OR  WHO  ARE  SPOUSES  OF  INDIVIDUALS 

4  ENTITLED  TO  HEALTH  INSURANCE 

5  Sec.  26.  (a)  Title  XVIII  of  the  Social  Security  Act 

6  is  amended  by  adding  after  section  1818  the  following  new 

7  section : 

8  "HOSPITAL     INSURANCE     FOR     INDIVIDUALS,     AGE  60 

9  THROUGH  6If,  WHO  ARE  ENTITLED  TO  BENEFITS  UNDER 

10  SECTION  202  OR  WHO  ARE  SPOUSES  OF  INDIVIDUALS 

11  ENTITLED  TO  HEALTH  INSURANCE 

12  11  Sec.  1819.  (a)  Every  individual  who — 

13  "(1)  has  attained  the  age  of  60,  hut  has  not  attained 

14  the  age  of  65;  and 

15  "  (2)  is  either— 

16  "(A)  an  individual  entitled  to  monthly  insur- 

17  ance  benefits  under  section  202  or  benefits  under 

18  the  Railroad  Retirement  Act  of  1937,  or 

19  "(B)  the  wife  or  husband  of  a  person  entitled 

20  to  benefits  under  this  part,  or 

21  "(C)  an  individual  entitled  to  benefits  under — 

22  "(i)  section  223(a),  or 

23  '-  (H)  subsection  (e),  (f),  (g),  or  (h),  of 

24  section  202  based  on  disability, 
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1  but  who  has  not  met  the  conditions  of  section  226 

2  (b)(2);  and 

3  "(3)  is  enrolled  under  part  B  of  this  title  shall  be 

4  eligible  to  enroll  in  the  insurance  program  established 

5  by  this  part 

6  "(b)(1)  An  individual  may  enroll  only  once  under  this 

7  section  and  only  in  such  manner  and  form  as  may  be  pre- 

8  scribed  in  regulations,  and  only  during  an  enrollment  period 

9  prescribed  in  or  under  this  section. 

10  u  (2)  In  the  case  of  an  individual  who  satisfies  para- 

11  graph  (1)  of  subsection  ( a)  of  tliis  section  and  either  sub- 

12  paragraph  (A)  or  (C)  of  paragraph  (2)  of  such  subsec- 

13  tion,  his  enrollment  period  shall  begin  with  whichever  of 

14  the  following  is  the  latest: 

15  "(A)  April  1,  1978,  or 

16  "(B)  the  date  such  individual  first  meets  the  condi- 

17  Hons  in  such  paragraph  (2),  or 

18  "(C)  the  date  the  Secretary  sends  notice  to  such 

19  individual  that  he  is  entitled  to  any  monthly  insurance 

20  benefits  as  specified  in  subparagraph  (A)  or  (C)  of 

21  such  paragraph  (2), 

22  and  shall  end  at  the  close  of  the — 

23  "(D)  90th  day  thereafter,  if  such  enrollment  period 
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1  begins  on  the  date  specified  in  subparagraph  (B)  or 

2  (C)  of  this  paragraph,  or 

3  "(E)   180th  day  thereafter,  if  such  enrollment 

4  period  begins  on  April  1, 1978. 

5  "(3)  In  the  case  of  an  individual  satisfying  paragraph 

6  (1)  and  paragraph  (2)(B)  of  subsection  (a)  of  this  sec- 
^  tion,  his  enrollment  period  shall  begin  on  whichever  of  the 

8  following  is  the  later:  (A)  April  1,  1978,  or  (B)  the  date 

9  such  individual  first  meets  the  conditions  specified  in  such 

10  paragraphs,  and  shall  end  at  the  close  of  the  (G)  90th  day 

11  thereafter,  if  such  enrollment  period  begins  on  the  date 

12  specified  in  clause  (B)  of  this  paragraph,  or  (D)  180th 

13  day  thereafter,  if  such  enrollment  period  begins  on  April  1, 

14  1978. 

15  "  (c)  (1)  In  the  case  of  an  individual  who  enrolls  pur- 

16  suant  to  the  provisions  of  this  section,  the  coverage  period 

17  during  which  he  is  entitled  to  benefits  under  this  part  shall 

18  begin  on  the  first  day  of  the  second  month  after  the  month 

19  in  which  he  enrolls,  or  July  1,  1978,  whichever  is  later. 

20  "(2)  An  individual's  coverage  period  shall  terminate 

21  at  the  earlier  of  the  following — 

22  "(A)  for  failure  to  make  timely  premium  pay- 

23  ments,  at  such  time  as  may  be  prescribed  in  regula- 

24  Hons  which  may  include  a  grace  period  in  which  over- 

25  due  premiums  may  be  paid  and  coverage  continued,  but 
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1  such  grace  period  shall  yiot  exceed  30  days;  except  that 

2  it  may  be  extended  to  not  to  exceed  60  days  in  any  case 

3  where  the  Secretary  determines  that  there  was  good 

4  cause  for  failure  to  pay  overdue  premiums  within  such 

5  30-day  period;  or 

6  "(B)  at  the  close  of  the  month  following  the  month 

7  in  which  an  individual  files  a  notice  with  the  Secretary 

8  that  he  no  longer  desires  to  be  enrolled  under  this  sec- 

9  tion;  or 

10  "(G)  with  the  month  before  the  month  he  no  longer 

11  meets  the  conditions  specified  in  subsection  (a). 

12  Notwithstanding  the  preceding  provisions  of  this  paragraph, 

13  an  individuals  coverage  period  shall  terminate  at  such  time 

14  as  such  individual  becomes  eligible  for  hospital  insurance 

15  benefits  under  section  226  of  this  Act  or  section  103  of  the 

16  Social  Security  Amendments  of  1965;  and  upon  such  termi- 

17  nation  such  individual  shall  be  deemed,  solely  for  purposes 

18  of  hospital  insurance  entitlement,  to  have  filed  in  such  month 

19  the  application  required  to  establish  such  entitlement. 

20  " (d)(1)   The  monthly  premium  of  each  individual 

21  under  this  section  for  each  month  in  his  coverage  period 

22  before  July  1,  1979,  shall  be  the  amount  of  the  premium 

23  charged  to  individuals  enrolling  under  section  1818. 

24  11  (2)  The  Secretary  shall,  during  the  last  calendar  quar- 

25  ter  of  each  year  beginning  in  1978  determine  and  promulgate 
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1  the  dollar  amount  (whether  or  not  such  dollar  amount  was 

2  applicable  for  premiums  for  any  prior  month)  which  shall  be 

3  applicable  for  premiums  chargeable  to  individuals  for  months 

4  occurring  in  the  12-month  period  commencing  July  1  of  the 

5  next  succeeding  year.  Such  amount  shall  be  actuarially  ade- 

6  quate  on  a  per  capita  basis  to  meet  the  estimated  amounts  of 

7  incurred  claims  and  administrative  expenses  for  individuals 

8  enrolled  under  this  section  during  such  period;  and  such, 

9  amount  shall  take  into  consideration  underwriting  losses  or 

10  gains  incurred  during  prior  years.  Any  amount  determined 

11  under  the  preceding  sentence  which  is  not  a  multiple  of  $1 

12  shall  be  rounded  to  the  nearest  $1,  or  if  midway  between 

13  multiples  of  $1,  to  the  next  higher  multiple  of  $1. 

14  "(e)  Payment  of  the  monthly  premiums  on  behalf  of 

15  any  individual  who  meets  the  conditions  of  subsection  (a) 

16  may  be  made  by  any  public  or  private  agency  or  organiza- 

17  tion  under  a  contract  or  other  arrangement  entered  into 

18  between  it  and  the  Secretary  if  the  Secretary  determines  that 

19  payment  of  such  premiums  under  such  contract  or  other 

20  arrangement  is  administratively  feasible. 

21  "(f)(1)  The  provisions  of  section  1840  shall  apply  to 

22  individuals  enrolled  under  this  section  if  such  individuals  are 

23  entitled  to  monthly  insurance  benefits  under  section  202  or 

24  223.  The  provisions  of  subsections  (e),  (f),  (g),  and  (h) 

25  of  such  section  1840  shall  apply  to  any  other  individual  so 

26  enrolled. 
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1  "(2)  Where  an  individual  enrolled  under  this  section 

2  meets  the  provisions  of  paragraph  (2)(B)  of  subsection  (a) 

3  (but  does  not  meet  the  provisions  of  paragraph  (2)  (A) 

4  or  (2)  (C)  of  such  subsection)  and.  the  person  referred  to  in 

5  such  paragraph  (2)(B)  is  entitled  to  monthly  insurance 

6  benefits  under  section  202  or  section  223,  the  provisions  of 

7  section  1840(a)(1)  shall  apply  to  such  benefits  as  though 

8  such  husband  or  wife  were  entitled  to  such  benefits,  unless 

9  such  person  files  a  notice  with  the  Secretary  that  the  deduc- 

10  Hons  provisions  of  such  section  1840(a)  (1)  shall  not  apply. 

11  "/ g)  The  term  'wife' ,  or  'husband'  as  used  in  this  section 

12  shall  have  the  meaning  assigned  to  those  terms  by  subsec- 

13  Hon  (b)  and  subsection  (f)  of  section  216,  as  the  case  may 

14  be,  except  that  the  provisions  of  clause  (2)  of  such  subsec- 

15  tion  (b)  and  clause  (2)  of  such  subsection  (f)  shall  not 

16  apply.". 

17  (b)  Title  XVIII  of  such  Act  is  further  amended  by 

18  adding  after  section  1844  the  following  new  section: 

19  "ELIGIBILITY  OF  INDIVIDUALS,  AGE  60  THROUGH  64,  WHO 

20  ARE  ENTITLED  TO  BENEFITS  UNDER  SECTION  202  OR 

21  WHO   ARE   SPOUSES   OF  INDIVIDUALS  ENTITLED  TO 

22  HOSPITAL  INSURANCE 

23  "Sec.  1845.  (a)  Any  individual  who  meets  the  condi- 

24  tions  of  paragraph  (1)  and  paragraph  (2)  of  section  1819 

25  ( a)  shall  be  eligible  to  enroll  in  the  insurance  program 

26  established  by  this  part.  The  provisions  of  subsections  (b), 
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1  (c),  (e),  (f),  and  (g)  of  section  1819  shall  apply  to  indi- 

2  viduals  authorized  to  enroll  under  this  section. 

3  "(b)  An  individual's  coverage  period  shall  also  termi- 

4  nate  when  (A)  he  no  longer  meets  the  conditions  specified 

5  in  paragraphs  (1)  and  (2)  of  section  1819(a),  or  (B) 

6  his  enrollment  under  section  1819  is  terminated.  Where 

7  termination  occurs  pursuant  io  this  subsection,  the  coverage 

8  period  shall  terminate  with  the  close  of  whichever  of  the  fol- 

9  lowing  months  is  the  earliest:  (C)  the  month  before  the 

10  month  the  individual  attains  the  age  of  65,  or  (D)  the  month 

11  following  the  month  in  which  such  individual  no  longer  meets 

12  the  conditions  of  paragraph  (2)  of  section  1819(a),  or  (E) 

13  the  month  in  which  his  enrollment  under  section  1819 

14  terminates. 

15  "(c)(1)    The  monthly  premium  of  each  individual 

16  under  this  section  for  each  month  in  his  coverage  period 

17  before  July  1979  shall  be  300  per  centum  of  the  premium 

18  payable  by  an  individual  who  has  attained  age  65  for  such 

19  month. 

20  "(2)  The  Secretary  shall,  during  December  of  each 

21  year  beginning  in  1978  determine  and  promulgate  the  dol- 

22  lar  amount  ( whether  or  not  such  dollar  amount  was  appli- 

23  cable  for  premiums  for  any  prior  month)  which  shall  be 

24  applicable  for  premiums  for  months  occurring  in  the  12- 

25  month  period  commencing  July  1  of  the  next  year.  Such 
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1  amount  shall  be  actuarially  adequate  on  a  per  capita  basis  to 

2  meet  the  estimated  amounts  of  incurred  claims  and  adminis- 

3  trative  expenses  for  individuals  enrolled  under  this  section 

4  during  such  period,  and  such  amount  shall  take  into  consid- 

5  eration  underwriting  losses  or  gains  incurred  during  prior 

6  years.  Any  amount  determined  under  the  preceding  sentence 

7  which  is  not  a  multiple  of  $1  shall  be  rounded  to  the  nearest 

8  $1  or  if  midway  between  multiples  of  $1,  to  the  next  higher 

9  multiple  of  $1. 

10  "(d)  All  premiums  collected  from  individuals  enrolled 

11  pursuant  to  this  section  shall  be  deposited  in  the  Federal 

12  Supplementary  Medical  Insurance  Trust  Fund". 

13  TREATMENT  OF  PROFESSIONAL  STANDARDS  REVIEW  ORGA- 

14  NIZATIONS   FOR   PURPOSES   OF   INTERNAL  REVENUE 

15  CODE 

16  Sec.  27.  (a)  Section  501  of  the  Internal  Revenue  Code 

17  of  1954  ( relating  to  exemption  from  tax)  is  amended — 

18  (1)  by  redesignating  subsection  (j)  as  subsection 

19  (k)  ;  and 

20  (2)  by  inserting  after  subsection  (i)  the  following 

21  new  subsection: 

22  "(j)  Professional  Standards  Review  Organi- 

23  zations. — For  purposes  of  this  title,  a  Professional  Stand- 

24  ards  Review  Organization  designated  as  such  by  the  Secre- 

25  tary  of  Health,  Education,  and  Welfare  under  the  provisions 
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1  of  part  B  of  title  XI  of  the  Social  Security  Act  ( including 

2  an  organization  designated  under  section  1154  of  such  Act) 

3  shall  be  treated  as  an  organization  organized  and  operated 

4  exclusively  for  charitable  purposes." . 

5  (b)  The  amendments  made  by  this  section  shall  be  effec- 

6  tive  with  respect  to  taxable  years  beginning  on  or  after 

7  January  1,  1977. 

8  DELAY  IN  EFFECTIVE  DATE  FOR  IMPLEMENTING  CERTAIN 

9  METHODS  OF  DETERMINING  REASONABLE  COSTS  FOR 

10  SKILLED   NURSING  FACILITY   SERVICES   AND  INTER- 

11  MEDIATE  CARE  FACILITY  SERVICES 

12  Sec.  28.  (a)  Section  1902(a)  (13)  (E )  of  the  Social 

13  Security  Act  is  amended  by  striking  out  "July  1,  1976" 

14  and  inserting  in  lieu  thereof  11  January  1,  1979". 

15  (b)  Notwithstanding  the  provisions  of  section  1902(a) 

16  (13)  (E)  of  the  Social  Security  Act,  a  State  plan  for 

17  medical  assistance  shall  not  be  regarded  as  failing  to  comply 

18  with  the  requirements  imposed  with  respect  to  approved  State 

19  plans  under  title  XIX  of  such  Act,  and  the  amount  payable 
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1  to  any  State  under  such  title  shall  not  be  decreased,  solely 

2  because  of  the  failure  of  such  State  to  meet  the  requirements 

3  of  such  section  during  any  calendar  quarter  ending  prior 

4  to  January  1,  1979. 

5  Passed  the  House  of  Representatives  September  23, 

6  1977' 

7  Attest:  EDMUND  L.  HENSHAW,  JR., 

Clerk. 

8 

Passed  the  Senate  with  an  amendment  September  30 
(legislative  day,  September  22) ,  1977. 

10 

Attest:  J.  S.  KIMMITT, 

11  Secretary. 
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